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THE EVOLUTIONIST REVOLT AGAINST CLASSICAL ECONOMICS 


I. IN FRANCE—CONDORCET, SAINT-SIMON, 
SIMONDE DE SISMONDI' 


HENRYK GROSSMAN 


ny theoretical analysis of a con- 
; A temporary economic system must 
¥ lead to the formulation of a stand- 
| ard with which to evaluate the existing 
) level of development. To have any va- 
| lidity such a standard must be worked 
out of the developmental process itself 
| and not merely from the level attained 
) at the moment of analysis. It will there- 
» fore be useful to the present-day theorist 
P% look back and see how dynamic or 
' evolutionary thinking actually entered 
‘* field of economic theory. 
» The problem has not been adequately 
at all accurately presented in our 
omic literature. Thus, Richard T. 
writes: “It is probably due to Her- 
wl Spencer more than to any other 
| Person that we have come to recognize 
“the applicability of evolution to the vari- 
)@us departments of the social life of 
»man.”* But the essay of Spencer to 
“which he refers did not appear until 


* Part II will appear in the December issue. 


|. *“The Idea of Evolution in Society,” in Studies 
the Evolution of Industrial Society (New York, 
03), Pp. 6-7. 


4 
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1857,3 decades after others were already 
using evolutionary notions in the social 
sciences. J. B. Bury, to cite a more recent 
example, wrote a whole book on the idea 
of progress‘ without even mentioning 
Sismondi or Richard Jones—the two men 
who first worked out the idea of the his- 
torical succession of ever more advanced 
economic stages. In German economic 
literature either the problem is not dis- 
cussed at all, as in Biicher’s widely known 
study of the rise of national economy,‘ 
which does not once mention feudalism 
or capitalism; or else the sole responsi- 
bility for what they call the “sociologiz- 
ing’’ of economics is falsely attributed to 
Hegel and his school.* Whittaker, too, 

3Herbert Spencer, “Progress: Its Law and 
Causes,” reprinted in Jilustration of Universal 
Progress (New York, 1874). 

4 The Idea of Progress (London, 1924). 

5 Karl Biicher, Die Entstehung der Volkswirtschaft 
(sth ed.; Tiibingen, 1906). 

‘Thus Rudolf Kétschke (Grundsiige der deut- 
schen Wirtschaftsgeschichte bis sum 17. Jahrhundert 
[Leipzig, 1923], pp. 12-15) has a section on the 


history of the idea of stages in economic develop- 
ment in which the names of Saint-Simon, Sismondi, 
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in a recent book, makes the mistake of 
overestimating the German representa- 
tives of historicism—the German his- 
torical school and Hegel. At the same 
time, speaking of the French and Eng- 
lish, he mentions the economic views of 
Saint-Simon, Sismondi, James Steuart, 
and Richard Jones, but not their ideas 
on evolution. Condorcet is not mention- 
ed at all.’ 

The purpose of the present study is to 
show the decisive role of French and 
English economists in laying the basis for 
modern evolutionary theories of econom- 
ics, and particularly for the work of Karl 
Marx. It is fully consistent with the 
general neglect of our problem that 
Marx’s contribution to the “sociologiz- 
ing”’ of economics is also widely miscon- 
strued. According to Sombart, for ex- 
ample, the importance of Marx lies not so 
much in the field of economic theory as 
in the field of sociology. “Marx,” he 
writes, “applied evolutionary thinking 
to the social process.’’* He gives us “an 
insight into the historical character of 
the economy, into its constant change- 
ability in the course of history. He first 
created the concept of the economic system 
and made it the subject of economic 


James Steuart, and Richard Jones never appear. 
Kétschke, furthermore, follows Biicher’s precedent 
in discussing the sequence not of complete economic 
structures, such as feudalism or capitalism, but only 
of partial units: village economy, town economy, 
territorial economy. Similarly, Sombart speaks of 
individual economy, transition economy, social 
economy; and, according to Richard T. Ely, the 
various stages are not characterized by the dif- 
ferent types of social organization, but various 
occupational activities, such as hunting or fishing, 
agriculture or cattle-raising, are just different his- 
torical “stages” (hunting stage, fishing stage, etc. 
lop. cit., pp. 26, 39]). 


7 See Edmund Whittaker, A History of Economic 
Ideas (New York, 1940). 


® Werner Sombart, Das Lebenswerk von Karl 
Marx (Jena, 1909), p. 16. 


science.”® Sombart thus arbitrarily gives 
Marx credit for accomplishments he 
never claimed and thereby conceals and 
distorts the picture of Marx’s real work." 
Unfortunately, Sombart’s view has been 
widely echoed, even in Socialist circles, 
Eduard Heimann, for example, repeats 
that Marx’s decisive contribution to the 
growth of economics, his truly ‘“Coper- 
nican significance,’’ does not lie in specific 
theories, such as the theory of surplus 
value, the theory of concentration, or the 
theory of crisis, but in his having for the 
first time “historicized” or “‘sociologized” 
economics. It was Marx, he writes, who 
“first conceived [capitalism] to be his- 
torical, and therefore timebound, trans- 
formable and transitory.” Marx was 
able to discover this insight because he 
was the “‘heir and executor of Hegel's 
thinking” and because he possessed the 
“political will” to attack static capital- 
ism." 

We can easily dispose of the allegedly 
Hegelian basis for the “‘historicizing” of 
economics. All the great theorists of the 
French Enlightenment, with the ex- 
ception of Rousseau, held the philo- 
sophic view that history was an endless 
progress marking man’s path to reason.” 
Endless progress necessarily implies that 


9 Ibid., pp. 53-54. Italics are mine. 


© Tt has frequently been pointed out that Som- 
bart’s historical statements simply do not stand 
up under close scrutiny. See, for example, Adolf 
Schaube’s criticism of Sombart’s account of certain 
early English developments, “Die Wollausfuhr 
Englands vom Jahre 1273,” Vierteljahrsschrift fir 
Sozial- und Wirtschaftsgeschichte, Vol. VII (1908). 


“Karl Marx’ Bedeutung fiir die Entwicklung 
der Nationalikonomie,” Kapitalismus und Sosial- 
ismus (Potsdam, 1931), pp. 165, 168. 


2 Turgot, for example, in his second Sorbonne 
discourse, “Sur les progrés successifs de |’esprit 
humain” (December, 1750), spoke of the “total mass 
of the human species, who, by alternations. . . . of 
goods and of evils, marches steadily, though with 
slow steps, to an ever greater perfection” (Ciuores 
de Turgot, ed. Dupont de Nemours, II, 53-54). 
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the existing reality, the given state of 
affairs, will be negated and will not con- 
tinue to exist indefinitely. -Hegel, on the 
other hand, thought that history had 
reached its goal in his own day, that the 
idea and reality had found their common 
ground.** On this point, Marx was closer 
to the French tradition than to Hegel. 

In the Philosophy of Right, Hegel pat- 
terns the notion of freedom after the free 
ownership of property. The historical 
process thus becomes a glorification of 
the history of the middle class; and 
Hegel’s Philosophy of History ends with 
the consolidation of middle-class society. 
Here was a social system no longer to be 
transcended. We shall see that the 
French tradition from Condorcet through 
Saint-Simon and his disciples to Sis- 
mondi and Pecqueur was very different. 
For them the idea of historical progress 
ruled by reason tended to turn away from 
the possessing classes in favor of “the 
great mass of those who live by their 
work” (Condorcet). They stood opposed 
to the existing oppressive social system. 
Progress does not end with middle-class 
society. Quite the contrary, it will con- 
tinue to unfold in the future in new 
social structures. Whereas one trend in 
eighteenth-century thought, influenced 
by the religious tradition of the Garden 
of Eden, placed the Golden Age in the 
past, at the beginning of man’s history, 
Saint-Simon turned the sequence around. 
“The golden age,” he wrote, following an 
idea of Condorcet’s, “‘which a blind 
tradition had always placed in the past, 
lies ahead of us.” Here, too, Marx is 
linked to French thought, not to Hegel. 

We must remember that Hegel’s Phi- 
losophy of History was a relatively late 
work, published posthumously in 1837, 

"3 Herbert Marcuse, Reason and Revolution: Hegel 


ae the Rise of Social Theory (New York, 1941), p. 
226. 


four years after Richard Jones had al- 
ready appeared with his historical study 
of economics."* Hegel, furthermore, as 
we shall see later, expressly rejected the 
concept that must lie at the base of any 
genetic theory of development, namely, 
that a higher, more developed phase pro- 
ceeds from the preceding, lower phase. 

On the other hand, a genuinely power- 
ful influence on evolutionary thinking 
must be assigned to the revolution in 
astrophysics brought about by the publi- 
cation of Laplace’s Exposition du systéme 
du monde in 1796. Laplace denied the 
unchanging character of “eternal” na- 
ture and offered his famous theory of 
the evolution of the planetary system, 
through purely mechanical phenomena 
of the attraction and repulsion of atoms, 
from a rotating ball of gas which, by 
cooling and contraction, threw off seg- 
ments of its surface. These segments in 
turn united to become the planets. Both 
the earth and the entire solar system 
were formerly nonexistent, and the time 
will come when the sun will be ex- 
tinguished and the universe will break 
apart." At one time the earth was an 
uninhabited and unformed mass of gas. 
It required millions of years for the cool- 
ing of the earth’s crust to create the 
conditions which brought into existence 
the lower organic forms and eventually 
man himself. 

This evolutionary theory of astro- 
physics had already appeared in 1755 


4 Fifty years before Hegel, G. E. Lessing, the 
most prominent figure of the German Enlighten- 
ment, advanced certain evolutionist ideas in his 
essay The Education of the Human Species (1780); 
these ideas were strongly influenced by Adam Fer- 
guson’s Essay on the History of Civil Society (1767). 
Later on, Lessing’s essay, translated into French 
(1829), belonged to the Saint-Simonian propagandist 
literature. 

*S The influence of these views on Saint-Simon 
is clearly seen in his Mémoires sur la science de 
Phomme (1813) (Guvres, XL, 294). 
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in an anonymous publication by Im- 
manuel Kant.”® It had failed to make 
headway against the biblical tradition of 
Genesis, however, and had passed un- 
noticed. Kant himself knew that he had 
“travelled on a dangerous journey” and 
went to great pains in his Introduction 
to ward off the charge of atheism. It re- 
quired the intellectual atmosphere of the 
French Revolution to obtain recognition 
for such a work as Laplace’s Exposition. 

Finally, it must be noted that the 
“sociologizing” of economics is not and 
cannot be regarded as a purely intel- 
lectual development flowing from Hegel’s 
dialectics or any other book. While the 
thinkers of the Enlightenment strove to 
deduce the eternal laws of a rational 
“natural order’ from nature and from 
the properties of the human individual, 
the advocates of the evolutionary idea 
whom we are dealing with here based 
their universal laws and predictions on 
history, on actually observed evolutionary 
tendencies. Their ideas are the theoreti- 
cal reflection of such great historical 
phenomena as the French and American 
revolutions” and the industrial revolution 
in England. Above all, it was the out- 
break of the French Revolution which, 


16 Allgemeine Naturgeschichte und Theorie des 
Himmels oder von dem mechanischen Ursprung des 
ganzen W eligebiudes (1755). 


*7 Contemporaries were astounded at the rapid 
post-Revolutionary progress of the United States, 
both in size of population and in development of 
agriculture, as contrasted with its “stagnation” 
under British rule. As one analyst phrased the 
problem, the United States was a country “where 
from a few adventurers, a power is now rising.” And 
he continued: “The history of the world has furnish- 
ed few instances of so great a tract of country under- 
going a change, from an uncultivated and barba- 
rous, to a civilized state; and it will weli merit the 
attention of mankind to observe the different steps 
and the progress upon so large a scale” (William 
Playfair, The Commercial and Political Atlas Repre- 
senting the Progress of the Commerce of England dur- 
ing the Whole Eighteenth Century [3d ed.; London 
1801], pp. 29-30). 


like the eruption of a volcano, exposed 
the weaknesses of eighteenth-century 
rationalism. What caused such an erup- 
tion? To answer that question, man 
turned to history.* 


The classical economists had also made 
some investigations of the past. Adam 
Smith, for example, revealed considerable 
historical knowledge, as in chapter iv of 
Book I, “Of the Origin and Use of 
Money,” or chapter xi, “‘Digression con- 
cerning the Variation in the Value of 
Silver during the Course of the Four Last 
Centuries,” and, above all, in Book III 
on the “Progress of Opulence in Different 
Nations.” 

The classical economists never reached 
the point, however, of permitting the 
idea of development to bring order out 
of the chaos of economic facts. Adam 
Smith distinguished between advancing, 
stationary, or declining conditions of 
society,’ and Ricardo talked about the 
“progress” or “natural advance of socie- 
ty,” of “an improving society” advanc- 
ing from poverty to a flourishing con- 
dition.” But neither one knew of phases 
of development, only of datable con- 
ditions of one and the same capitalist 

"8 The so-called German historical school of law, 
which received its programmatic statement in Sa- 
vigny’s Vom Beruf unserer Zeit sur Gesetzgebung und 
Rechtswissenschaft (Heidelberg, 1814), was itself only 
a by-product of the French Revolution. It was the 
answer of the conservative elements in Germany to 
the revolutionary method of lawgiving. Against the 
latter they insisted upon the slow method of his- 
torical, organic evolution. They thus condemned 
progress in the name of continuity. Marx’s article 
“Das philosophische Manifest der historischen 
Rechtsschule” (Literarischer Nachlass von Marx 
[Stuttgart, 1902], I, 268 ff.) against Hugo is a most 
penetrating criticism of the methodological presup- 
positions of the historical school of law (see Sidney 
Hook, From Hegel to Marx [New York, 1936], pp- 
141-44). 

"9 Wealth of Nations, Book I, chap. vii. 

2° The Principles of Political Economy and Tax- 
ation, chap. v. 
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society—conditions that varied in size 
of population, extent of capital accumu- 
lation, or knowledge of agricultural tech- 
niques™ and not in their fundamental 
structure.” In his chapter entitled “On 
the Accumulation of Capital,” Adam 
Smith’s account of the historical devel- 
opment of England from the invasion of 
Julius Caesar is characteristic. He writes: 


When we compare the state of a nation at 
two different periods and find that the annual 
produce of its land and labor is evidently 
greater at the latter than at the former, that its 
lands are better cultivated, its manufactures 
more numerous and more flourishing, we may 
be assured that its capital must have increased 
during the interval between the two periods.” 


“In different stages of society,” wrote 
Ricardo in a similar vein, “the accumu- 
lation of capital....is more or less 
rapid,”-so that in new settlements with 
little capital, for example, it is very slow. 
The “different stages” are thus nothing 
but levels of the same capitalist system 
of economy. Marx commented sar- 
castically that “Ricardo considers the 
capitalist form of labor as the eternal, 


natural form of social labor. He makes ¢ 


the primitive fisherman and the primitive 
hunter straightway exchange their fish 
and game as owners of commodities, in 


* Ibid., chap. i. 


Richard Schueller (Die Klassische Nationalé- 
konomie und ihre Gegner |Berlin, 1895]) did not suc- 
ceed in clearing the classics of the charge of un- 
historicism. All he shows is that Adam Smith and 
Ricardo emphasize the temporal, local, or cultural 
differentiations (p. 16), which result in modifications 
of the general laws of prices, average profits, rents, 
and wages. But such differentiations can occur 
within a given economic system regarded as per- 
manent and have nothing in common with the 
fundamental idea of the theory of evolution, that is 
to say, with the theory of successive and different 
economic structures—an idea which is entirely 
absent from the classics and which Schueller does 
not discuss at all. 


*3 Op. cit., Book II, chap. iii. 
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proportion to the labor-time embodied 
in these exchange values.”’*4 

The classical economists lacked an 
understanding of the real developmental 
sequence and changes of economic sys- 
tems. Just as Rousseau in the Social 
Contract explained the origin of social 
institutions rationalistically, the clas- 
sicists took a rationalistic rather than a 
genetic approach to the past. All previ- 
ous societies were measured with the 
rational yardstick of free trade. That is 
why they knew of only two ideal states: 
the “original state of things,” occurring 
before the fall from grace, as it were, and 
the bourgeois state in their own days, of 
more or less free trade and competition. 
All intervening epochs, with their severe 
limitations upon trade and industry, 
were condemned as unfit and erroneous. 
They were never discussed in terms of the 
limitations and conditions of their own 
time.’ 

We have become so accustomed to the 
idea of historical development that it is 
difficult for us to imagine such a lack of 
historicism. How did the change in 
our thinking come about? It must be 
stressed that we are not concerned with 
individual, isolated representatives of 
the evolutionary idea; such representa- 
tives appeared as early as the Middle 
Ages” and the Renaissance (Vico). The 
subject of our analysis is a current of 
thinking which emerged in the social 

24Karl Marx, A Contribution to the Critique of 
Political Economy, trans. N. J. Stone (Chicago, 
1904), Pp. 69. 

#5 It was this attitude which Marx had in mind 
when he wrote: “‘Hence forms of social production 
that preceded the bourgeois form are treated by the 
bourgeoisie in much the same way as the Fathers of 
the Church treated pre-Christian religions.” From 
such a point of view, feudal institutions are “arti- 
ficial,” bourgeois institutions “natural” (Capital 
(“Modern Library” ed.}, I, 93). 


26 Tbn Khaldun (1332-1406) in his work M occade- 
mat [Prolegomena]. 
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sciences during the last third of the 
eighteenth century and became trium- 
phant during the first half of the nine- 
teenth century: the concept of the evo- 
lution of human society through a suc- 
cession of economic stages, each superior 
to the preceding one. Six men are the 
main representatives of this current: 
Condorcet, Saint-Simon, and Sismondi 
in France; Sir James Steuart and Richard 
Jones in England; and, finally, Karl 
Marx, who synthesized and completed 
the whole development. Thereafter the 
theory of evolution through succession of 
definite economic structures was not 
further developed and fell into discredit 
with the dominant school.?7 

The great revolution in thought 
brought about by the French Revolution 
was most notable in the handling of 
social problems. Ever since Descartes, 
the notion of the unity of all knowledge 
had been generally prevalent. All phe- 
nomena, it was believed, no matter how 
complicated, can ultimately be under- 
stood by the same method—the mathe- 
matical method of the natural sciences. 
With the French Revolution, however, 
the idea arose that social phenomena 
constitute a special class, requiring 
special treatment and a special method- 
ology. Eternally unchanging laws may 
be valid for the natural sciences, because 
nature is eternal and unchanging, but 
human society undergoes constant change 
(progress) from epoch to epoch. The 
particular task of the social sciences is 
therefore not to seek for eternal laws but 
to find the law of change itself. 

It is true that the application of 
eternal natural laws to human society 

#7 Whittakerapprovingly quotes theopinion of the 
English historian, F. W. Maitland, directed against 
“architects of stage-systems,” who are “prescribing 
a normal programme for the human race in de- 


creeing that every portion of mankind must move 
through one fated series of stages” (op. cit., p. 3). 


was still given formal recognition; but, 
in actual practice, men like Condorcet, 
Saint-Simon, and Richard Jones began 
to make sharp differentiations. Eventu- 
ally, with the further spread of new 
sciences, such as chemistry and biology, 
in which mathematical analysis played 
no role, an open revolt set in against the 
applications of the methods of natural 
science to the study of society. Auguste 
Comte waged a bitter struggle against 
the “metaphysical prejudice that no real 
certainty can exist outside mathematics” 
and the “empty scientific overlordship 
temporarily granted the mathematical 
spirit.” In the last “lesson” of his 
Course, Comte wrote: “Instead of seeking 
blindly for a sterile scientific unity, as 
oppressive as it is chimerical, in the re- 
duction of all phenomena to a single 
order of laws, the human mind will 
eventually consider the different classes 
of events as having their special laws.” 
He went on to say that “the laws of 
organic phenomena or social phenomena 
are established by the predominance of 
specific methods: the comparative meth- 
od in biology, the historical method in 
sociology.’’*® 


The pioneer of the new approach is 
Condorcet (1743-94). According to him, 
the great revolution of his own time can 
be understood only through “the picture 
of revolutions which preceded and pre- 
pared the way for it.’*® Historical devel- 
opment “‘is subject to general laws. . . .. 
The result which every instant presents 
depends on that offered by the preceding 
instants and in turn influences those of 
the time that will follow. .... This pic- 


8 Auguste Comte, Cours de philosophie positive, 
VI (Paris, 1842), 845 ff. 

2° Condorcet, Esquisses d’un tableau historique des 
progres de V'esprit humain (published posthumously, 
1795), P- 18. 
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ture is therefore an historical one be- 
cause, subjected to perpetual variations, 
it is formed by the successive observation 
of human societies in the different epochs 
it has traversed.” The student’s task is 
to discover “the laws of change” of the 
steady progress of spiritual and social 
development “toward truth and well- 
being.”” Progress, Condorcet continues, 
“may follow a more or less rapid course 
but it never retrogresses.”*° The certain- 
ty of progress can be derived from the 
fact of the American and French revolu- 
tions. By freeing themselves from their 
tyrannical rulers, the two countries give 
us the symbol of progress and free us 
from antiquated preconceptions. We 
must construct a “science with which to 
predict the progress of the human 
species, to direct it and accelerate it,” 
and “history ....must be its primary 
base.”* “Observations on what man has 
been and on what he is today lead im- 
mediately to the ways of assuring and 
accelerating the further progress for 
which man’s nature permits him to 
hope.” 

We have already seen that the idea of 
development, of history as a continuous 
movement of causally linked processes, 
was worked out before the French 
Revolution. There was no place in such 
a conception for a theory of historical 
stages, however. The spokesmen of the 
eighteenth-century Enlightenment were 
convinced that, as soon as reason had 
discovered the truth, the existing ir- 
rational state of affairs would immedi- 
ately be replaced by a state of per- 
fection. The prevailing irrational con- 
ditions were nothing more than the un- 
hecessary products of “error” or “preju- 
dice.” The rationalists therefore be- 


* Ibid., pp. 3-4. 
¥ Ibid., pp. 16-17. ® Ibid., p. 4. 


lieved that, with the progress of reason, 
there would be an unbroken, straight- 
line rise to perfection. Then came the 
French Revolution, with its tremendous 
political and social upheavals, its fright- 
ful party and class conflicts; yet it 
failed to bring about a state of per- 
fection. Rationalism received a mortal 
blow. The revolution and its aftermath 
demonstrated that moral and legal re- 
lationships did not depend on reason 
alone, that economic interests were a 
more important factor in determining the 
political position of each group in the 
population. 

Condorcet, himself a member of the 
Girondist party, promptly incorporated 
this disillusioning experience into the 
conception of history.** The ultimate 
aim of a state of perfection was not 
abandoned, but the idea of progress be- 
came more differentiated into a succes- 
sion of stages and periods. He now saw 
that historical development was an un- 
even process, in which desirable pro- 
gressive aims are constantly, though 
temporarily, being turned into their 
opposite, into backward steps, until they 
are finally realized in a new and higher 
stage. The French Revolution failed to 
accomplish what its spokesmen had 
hoped because both the ideas and the 
social relationships were incomplete and 
not yet ripe for a state of perfection.** 
The conclusion was therefore inevitable 
that it is not possible to move directly 
from any given condition to perfection 
through the demands of reason. Certain 
specific preconditions must first be ful- 
filled. And that means that past history 
should be looked upon not as merely an 
error that could have been avoided by 


33 See Karl Mannheim, Ideology and Utopia (New 
York, 1934), p. 200. 

4 See H. Cunow, Die Marzx’sche Geschichts-, 
Gesellschafts-, und Staatstheorie (Berlin, 1920) I, 158. 





388 


proper insight but as historically de- 
termined and therefore as necessary and 
unavoidable. In other words, historical 
development encompasses not only the 
elements of rational progress but also 
those of irrational progress. ‘“The history 
of general errors: the manner in which 
general errors are introduced among 
peoples, spread among them... . is part 
of the historical picture of the progress 
of the human spirit.”*5 Thus Condorcet 
arrived at his stage theory. The “errors” 
of the past, and especially of the revolu- 
tion, were a necessary part of a transi- 
tional stage in the road to perfection. 
After formulating this general theory, 
Condorcet proceeded to sketch the social 
evolution of human progress in nine 
epochs, each representing a higher stage 
than its predecessor, concluding with a 
preview (the tenth epoch) of the “future 
progress of the human spirit.” He found 
two fundamental tendencies in history. 
1. There is a certain regularity in the 
development of mankind, so that the 
backward nations will eventually go 
through the same process of growth 
which the most advanced nations have al- 
ready traversed.** Condorcet was there- 
fore convinced that “the immense dis- 
tance which separates these people [the 
most enlightened] from the servitude of 
nations subject to kings, from barbarism, 
from the African peoples, from the ig- 
norance of savages’ will “disappear little 
by little,” until historical development 
has accomplished “the destruction of the 
inequality among nations All nations 
must some day approach the state of 
civilization attained by the most en- 
lightened peoples, such as the French and 
the Anglo-Americans.”3? This goal is 


35 Condorcet, of. cit., p. 15. 


3° Bury’s statement (of. cit., p. 212) that “Con- 
dorcet cannot be said to have deduced any law of 
social development” is completely false. 


37 Ibid., p. 310. 
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realizable because “‘the march of these 
peoples will be more rapid and more cer- 
tain than ours because they will receive 
from us what we were obliged to discover 
for ourselves; to know those simple truths 
. ... Which we discovered only after long 
errors, it will suffice them to be able to 
get ....the proofs in our... . books.”’* 

2. The development of social progress 
is uneven as compared with the progress 
of knowledge. “We see,” he wrote, 
“that the works of recent ages have done 
much for the progress of the human spir- 
it....but virtually nothing for man’s 
well-being We see vast countries 
perishing in slavery 
the light still occupies only a minor part 
of the globe,” while the great mass of 
mankind “is surrendered to prejudice 
and ignorance.” 

What is responsible for this lag? Up 
until now history was the history of 
individuals instead of being the history 
of the masses. ‘“The soul of the philoso- 
pher rests content with consolations 
about a small number of objects” and 
forgets the “spectacle of stupidity, slav- 
ery, and barbarism” that characterizes 
the great majority of people.*® “Until 
now history .... has been only the his- 
tory of a few men. Those who really 
make up the human race, the mass of 
families living almost entirely by their 
work, have been forgotten Only the 
chiefs have received the attentions of 
historians.”’ This is all wrong. Whether 
we are concerned with a discovery or an 
important theory, a legal system or a 
political revolution, we must always ex- 
amine its effects on the largest section of 
each society, “the true object of philoso- 
phy.” Until now, that is precisely the 
part of “the history of the human race” 
which is “the most obscure and the most 


8 Jbid., p. 319. 
39 Tbid., p. 303. 
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neglected.”’*° Condorcet proceeded to ex- 
plain this neglect in a purely intellectual 
way, as the failure of science and knowl- 
edge to pay sufficient attention to the 
social condition of the great mass of 
working people, who, during the two 
revolutions, had taken their first active 
role on the stage of history and thereby 
demonstrated their importance. Behind 
the intellectual explanation, however, 
there was an important insight into his- 
torical development, which necessarily 
brought the economic factor into the fore- 
ground. With Condorcet the idea of 
natural laws of historical development 
and the collectivist view of history as a 
history of the masses were born.” 


Leaning heavily on Condorcet,* Saint- 
Simon (1760-1825) sought to give history 
the strictly scientific character and cer- 
tainty that marked astronomy and chem- 
istry.8 As his starting-point Saint- 
Simon takes the fact of the French Revo- 
lution, which he seeks to fit into the 
whole sequence of historical changes. 
By this method he hopes to discover the 
basic forces of history. His ultimate pur- 
pose is to found a politique scientifique 
based on systematized historical ob- 


« Ibid., pp. 305, 307. 


* See F. A. von Hayek, “The Counter-Revolu- 
tion of Science,” Economica, VIII (1941), 13. 


“In L’Organisateur (1819) Saint-Simon praises 
Condorcet’s Tableau: “It is the first attempt to con- 
stitute history . . . . by treating it as a real science,” 
he says, “but this attempt, sufficient to indicate 
the goal of history, will not suffice to achieve it” 
(Guores, XX, 72). 


43 Saint-Simon, Mémoire sur la science de homme 
(1813) (GEuvres de Saint-Simon et d’Enfantin [1865- 
78], Vol. XL). For the following discussion see 
Bazard, Doctrine saint-simonienne, in CEuvres, Vols. 
XLI and XLII; Fr. Muckle, Die grossen Sosialisten 
(Leipzig, 1920), Vol. II; Georges Weill, L’Ecole 
Saint-simonienne (Paris, 1896); Willy Spuehler, 
Saint-Amand Bazard (Zurich, 1925); V. Volgin, 
“Ueber die historische Stellung Saint-Simons,” 
Marx-Engels Archiv, I (1926), 82-118; and von 
Hayek, op. cit. 


servations and destined to replace the 
hitherto current politique métaphysique 
based on abstract hypotheses, which in 
reality is only a kind of theology.“* His- 
tory, Saint-Simon thinks, can be made 
into a science only if the student learns 
from historical experience and “laws” 
how to predict the future on the basis of 
the past. “The wise (or knowing) man is 
the man who foresees.” 

Saint-Simon’s philosophy of history 
has a history of its own. Originally he too 
accepted a purely intellectual theory and 
considered the growth of knowledge to be 
the determining factor in the historical 
transformations of society. After 1814, 
however, he turned to an economic con- 
ception. Retaining the formal frame- 
work of his earlier view, that is, the idea 
of the progressive development of his- 
torical phenomena causally determined 
by some basic force, Saint-Simon sub- 
stituted the economic factor for intel- 
lectual enlightenment as the driving 
force. Material production and the law 
of property, he now stated, were the base 

44 Du systéme industriel (1821), Vol. I (uvres, 
XXI, 20). 


48 Lettres d’un habitant de Genéve (1803) (uores, 
XV, 36). In the Mémoire sur la science de l'homme 
(CEuvres, XL, 246 and 172) Saint-Simon criticized 
previous historical writing: “It is a collection of 
ere These facts are not bound together by 
any theory .... they do not provide the means for 
determining what will happen from what has hap- 
pened..... The future is made up of the last 
terms of a series of which the past constitutes the 
first term.” 

Enfantin insisted later that the theory of history 
was the most complete and elaborate part of Saint- 
Simonism and that it “justified our claim that it was 


science. .... We demonstrated....a law,....a 
regular order where only chaos and confusion had 
been seen....we showed the steady march of 


’ 


humanity toward ‘universal association (see 
Deuxiéme enseignement: l'histoire |Nov. 20, 1831), 
[G2uvres, XIV, 55, 60]). The Saint-Simonians were 
also the first (in 1832) to raise the important problem 
of the uneven development of the West and the 
Orient. How was it possible, they asked, to reconcile 
the stationary or retrogressive conditions in Asia 
and Turkey with the law of continuous progress? 
(Geuores, XVII, 135-40 and 167-68.) 











390 HENRYK GROSSMAN 


of society. In all social changes the 
strongest determining factor is not the 
spiritual element but the organization of 
property: “The National character is 
powerless against objective developments 
....there is no change in the social 
order without a change in property.” 
In his Vue sur la propriété et la légis- 
lation (1818), Saint-Simon develops his 
idea of the dependence of the legal super- 
structure upon the economic base: he 
emphasizes that, while parliamentary 
government is merely a form, it is the 
structure of property relations which is 
the fundamental thing and therefore 
“this structure is the real foundation of 
the social edifice,” implying that with 
the revision of property relations the 
whole social order can be changed.‘’ 
“Thus putting it briefly, politics is the 
science of production, whose object is to 
discover the order of things most favour- 
able to all sort of production.” * 

The exposition of Saint-Simon’s ideas 
on the historical sequence of various 
economic structures must be preceded 
by a short summary of his philosophy of 
history. “The universe,” says Saint- 
Simon, “is ruled by a single immutable 
law,’’4? and the science of man is part of 
physical science. The study of history 
enables us to demonstrate the sequence 
of organic and critical epochs in the life 


4° De la réorganisation de la société européenne 
(1814) (Buvres, XV, 241-42). 


47 L’ Industrie, Vol. II (1818) (Euvres, XTX, 43, 
82, 83). 


48 L’Indusirie, Vol. I (1817) (GEuvres, XVIII, 
188). This new conclusion was forced upon Saint- 
Simon by the course of the French Revolution, 
which preserved the economic-legal structure of the 
bourgeoisie, and thus of the society, throughout the 
rapid series of changes in the political constitution, 
when between 1789 and 1814 France changed its 
political constitutions ten times (see De la réorgani- 
sation de la société [1814] [Guvres, XV, 228)). 


4° Mémoire sur la science de Vhomme (1813) 
(Euvres, XL, 173, 309; also, XV, 55). 


of nations.*° In the organic epochs man- 
kind “marches with regularity; common 
beliefs predominate,”’ as well as common 
institutions, whereas during the critical 
epochs “‘all vital forces are engaged in 
destroying the principles and institutions 
which had previously guided society,” 
because new facts have emerged and 
society has new needs that cannot be 
satisfied within the narrow frame of old 
institutions and beliefs.* In such epochs, 
dominant religious and political institu- 
tions and ideas binding together the 
culture of a given epoch lose their har- 
monious unity and organic character; 
they are undermined by new critical 
elements, and the society enters a revo- 
lutionary crisis: the old creeds and in- 
stitutions become the targets of attack. 
At first weak, the new elements, by re- 
peated a‘sault, shake the old order to its 
foundations and in the end overthrow it. 
Thus a fundamental change in the basic 
factor of a given period destroys the 
superstructure, and society is driven into 
anarchy. The crisis is overcome only 
after a reconstruction of the foundations 
has created the conditions for the de- 
velopment of new cultural elements, 
common institutions, and beliefs; then 
a new organic period begins. Thus the 
historical process does not follow a 
straight and continuous line but is inter- 
rupted by periodic setbacks. Neverthe- 
less, Saint-Simon regards this succession 
of progressive and regressive periods as 


5° Only the technical terms “organic” and “criti- 
cal” epochs were introduced by the school (Buchez, 
Bazard); the distinction between these epochs was 
introduced by Saint-Simon himself. More generally 
it must be stated against the views of von Hayek, 
who gives too much credit to the Saint-Simonian 
school, that almost all the important doctrines of the 
school can be found in Saint-Simon himself; the 
school only developed and systematized them. 


s*Bazard, Doctrine st-simonienne: exposition 
(Guvres, XLII, 17). 


5? Jbid., pp. 18, 19. 
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useful and necessary. For each setback 
is only the expression of new forces 
facilitating the transition from the exist- 
ing to a more advanced social system.*3 
Particularly interesting are the con- 
crete illustrations of this theory given by 
Saint-Simon and further developed by 
Bazard. Pre-Socratic Greece, dominated 
by polytheism, constituted an “organic” 
period. This was followed by a long 
“critical”? period, from Socrates to the 
barbarian invasions, during which an- 
cient religion suffered a slow process of 
disintegration. The Middle Ages, says 
Saint-Simon, are generally regarded as a 
period of barbarism and ignorance; what 
is overlooked is that with the Middle 
Ages mankind entered a new organic 
period, after Charlemagne had created 
the social organization and Pope Gregory 
VII the spiritual organization that gave 
European society a homogeneous charac- 
ter for centuries to come.‘¢ These in- 
stitutions proved advantageous as a 
whole; this was the “period of splendor 
of the feudal system,’’s during which 
Europe waged few wars, and these un- 
important. The modern critical period 
began with Copernicus, who destroyed 
the scientific armor of the Christian 
religion, and with Luther, who under- 
mined the political power of the papacy, 
thus breaking the bond that united all 
the European countries. Carried further 
by Bacon, Descartes, Galileo, Newton, 
and Locke, this spiritual revolution led 
finally to the French Revolution—the 
peak of critical dissolution, the collapse 
of the power of Catholicism. Simul- 


53 De la réorganisation de la société (1814) (Euores, 
XV, 166). 

54Saint-Simon gives a particularly interesting 
analysis of the organic period of the Middle Ages in 
Du systéme industriel (1821), Vol. Il (uores, XXII, 
90; XL, 170, 243; XV, 173; XX, 89; XXXVI, 174). 

55 L’Organisateur (1819) (Gwores, XX, 88). 

5° Euvres, XL, 191-94; XX, 90 ff. 
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taneously with that dissolution of Euro- 
pean unity there began the struggle of the 
European powers for the domination of 
the world, from Charles V through Philip 
II and Louis XIV until Napoleon.*‘’ 


It is against the background of this 
succession of organic and critical epochs 
that Saint-Simon shows us the sequence 
of the various socio-economic systems— 
his most brilliant contribution. In con- 
trast to the theoretical individualism of 
the classical economists and the eight- 
eenth-century Enlightenment, Saint- 
Simon regards history as an objective 
process, as the slow, century-long ma- 
turation of successive, ever more ad- 
vanced social systems. The whole popu- 
lation contributes to this process, but not 
as separate individuals; Saint-Simon 
stresses the primacy of the class over the 
individual and the nation; he regards 
historical development, “the march of 
civilization,’ as the result of class re- 
lations. The so-called “creators,” or 
great men of history, such as Luther, 
Wycliffe, Huss, merely express the new 
that had slowly come into being. “No- 
body creates a system of social organiza- 
tion; the concatenation of interests and 
ideas which had been formed is noticed 
and pointed out, that is all.”* The 
“real constitution” cannot be invented 
but only described. The “veritable con- 
stituent power” belongs neither to the 
king nor to the constituent assembly but 
to the “march of civilization” observed 
and formulated into a “general law” by 
the philosopher.*® The seemingly un- 
limited power of kings is in reality 
limited by the existing social structure; 
when general conditions are not ripe, 
even absolute kings cannot accomplish 


51 Ibid., XV, 174. 
58 L’Organisateur (1819) (Guores, XX, 178-80). 


59 Du systéme industriel (1821), Vol. Il, Part I 
(Guvres, XXII, 188). 
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much, as is shown by the failure of Em- 
peror Joseph II’s (1780-90) attempt to 
restrict the privileges of the nobility 
and the church in Austria.°° Every 
social organization of the past, however 
deficient it may seem to us, was justified 
at the time of its birth because it cor- 
responded to the degree of scientific en- 
lightenment and to the productivity of 
social labor conditioned by it.* That for 
Saint-Simon the economic factor is pre- 
dominant can also be seen from the fact 
that, according to him, the leading class 
in production must also be the politically 
ruling class. In the Middle Ages, be- 
cause the nobility played a leading part 
in agriculture, it also wielded political 
power beginning with the eleventh centu- 
ry (in alliance with the clergy as repre- 
sentatives of spiritual power), and these 
classes “subjugated the rest of the popu- 
lation to exploit it for their own profit.” 
But after Louis XI (d. 1483) the kings, 
alarmed by the power of their big 
feudal vassals and desirous of strengthen- 
ing their own power, allied themselves 
with the new class of industriels that had 
arisen in the womb of feudal society, 
against the nobility. In their class 
strategy directed against the nobility, the 
kings encouraged the nobles to live in 
luxury, to settle at the royal court, etc.; 
this led to the farming-out of the noble- 
men’s estates and deprived them of any 
active function in the productive process. 
Thus it alienated them from the nation. 
“From that time on they ceased to have 
any political importance in the country, 


6° Catéchisme des industriels (1823) (Cuvres 
XXXVII, 54). 


6 Du systéme industriel, Vol. I (1821) (uores, 
XXI, 72), and L’Organisateur (1819) (Euvres, XX, 
38; also XXXVII, 170). 


6 L’Organisateur (1819) (GEuvres, XX, 41). 


63 Catéchisme des industriels (1823) (Guores , 
XXXVII, 21). 
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because they were no longer the leaders 
of the people in their everyday /abors.” 

After the kings had thus succeeded in 
destroying the power of the nobility, 
they turned against the growing power 
of the industrial class. Under Louis XIV, 
with the establishment of banking in 
France, the power of the industrial class 
grew tremendously and surpassed that of 
all other classes. Louis XIV, changing 
the previous class strategy of the French 
kings, went over to the side of the 
nobility and pursued a policy directed 
against the industriels. As a result, the 
monarchy came into contradiction with 
historical development;** it allied itself 
with a class doomed to perish in its 
struggle with the new class, which to an 
ever increasing extent concentrated in 
itself all the economic and spiritual forces 
of the nation. When the French Revo- 
lution broke the power of feudalism and 
the nobility, the end of the monarchy 
allied with the nobility was inevitable. 

The revolution was a gigantic de- 
structive force; room was now made for 
the unfettered development of industry. 
But the revolution, says Saint-Simon, is 
not yet completed, for the task of every 
social movement is the creation of a 
superior social and political organiza- 
tion.” and up until now no unified social 
and cultural organization of society has 
been created. Production through compe- 
tition has prevailed and created a waver- 
ing chaos, which lacks any principle of 
integration; self-interest is triumphant 
everywhere. However, ‘‘no system can 
be replaced by the critique that over- 
throws it; only a mew system can replace 
an old one.” Saint-Simon tried to de- 
velop this positive system of the future 


%4 Tbid., p. 24. Italics are mine. 

‘sTbid., pp. 25, 30, 32; and L’Organisateur, 
(Guvres, XX, 103, 104). 

66 Du systéme industriel (1821) (Euvres, XXI, 
28, 39, 40). 
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in L’Organisateur, whose very name was 
a program.®7 

He does not, however, condemn capi- 
talism, with its base in individual free- 
dom and its dispersal of forces. He re- 
gards capitalism as a necessary stage of 
evolution, which won its right to exist- 
ence through its victory over restrictive 
feudal economy. But capitalism cannot 
last long. The restoration period will not 
bring stabilization, and the danger of 
new disorder will be present as long as 
the leading class in production—the in- 
dustrial class—is not also the leading 
political class. The term “industrial 
class” is taken here not in its modern 
meaning but as denoting all those who 
do productive work, including the en- 
trepreneurs, not in their character as 
capitalists but as the technical and com- 
mercial directors and organizers of in- 
dustry, in opposition to the oisifs, or the 
idle (the unproductive wing of the 
bourgeoisie: rentiers, military, bureau- 
crats). The majority of the industrial 
class, however, consists of the “least 
educated and poorest men.”’ This class is 
“the only useful one.”** Economic evolu- 
tion shows that “this class is increasing 
steadily at the expense of the others; it 
must end by becoming the only class.” 

According to Saint-Simon the resto- 
ration period is a period of transition. A 
parasitical group, consisting of the un- 
productive portions of the bourgeoisie 
mentioned above (rentiers,etc.), the classe 
intermédiaire, has wedged itself between 
the old defeated nobility and the in- 
dustrial class; this intermediate class 
seized power during the revolution and 
concluded a compromise with the old 


% L’Organisateur (1819) (ewores, XX, 6). 

 L’ Industrie, Vol. II, Part II (1818) (Cuores, 
XIX, 74). 

% Ibid. Elsewhere Saint-Simon says that the in- 
dustrial class comprises 29.5 million of the 30 million 
Frenchmen (Systéme industriel |CEuores, XXII, 187]). 
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nobility during the restoration ; at present 
it forms the royal bureaucracy and ex- 
ploits the industrial class.”° Such a situ- 
ation is untenable for any length of time, 
because it is based on “éwo antagonistic 
principles”: economic and social power is 
held by one class, while political power is 
held by another. ‘‘The nation is essenti- 
ally industrial and its government is 
essentially feudal.”" The time is now 
nearer for a new organic period which will 
overcome the present disorganization. 
The economy of the future, he explains, 
will be a system of association com- 
pletely different from all previous sys- 
tems. Its main task will be to improve 
the lot of the class whose sole means of 
subsistence is‘ the work of its hands, 
which constitutes the majority of the 
population. For the time being, no one is 
concerned about this class kept in silent 
subjection by the ruling classes.” But 
the increasing significance of the new 
organization “will make them pass from 
the governed to the governing.” The 
people will no longer be subjects; men 
will cease to command one another and 
will be partners, and there will no longer 
be any need for “government”’ but only 
for “administration.” The repressive 
functions of the state are needed 
only when the majority of the popula- 
tion is exploited by the ruling class. 
With the abolition of exploitation the 
repressive functions of the state will 
disappear.’4 The social organization will 

1 Caiéchisme des industriels (1823) (Cwores, 
XXXVI, 8, 34-39, 41, 67). 

™ Ibid., pp. 33-34. This passage contains the 
germ of the important (Lenin’s) theory that tran- 
sitional periods are characterized by dual rule. 

™ Du systéme industriel (1821), Vol. II (Ewores, 
XXII, 81). 

13 Catéchisme politique des industriels (Euores, ed. 
O. Rodrigues [Paris, 1841], I, 14). 

1 Catéchisme des industriels (CEuvres, XXXVI, 
44, 106). This passage foreshadows the Marxist 
theory of the “withering-away” of the state in the 
classless society. 
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have only one purpose: the fullest pos- 
sible satisfaction of human needs and the 
increase of social wealth. 

The rise of this system is not a utopian 
dream of an individual but the necessary 
outcome of the development of civiliza- 
tion during the last seven hundred years. 
Mankind has always moved in the 
direction of the industrial system, and, 
once constituted, “this system will be the 
final system.””"5 

Saint-Simon’s philosophy of history 
unquestionably exerted a great influence 
on the further development of evolution- 
ary thinking in France, England, and 
Germany. There is a widespread belief 
that evolutionary ideas in France and 
in England were developed under Ger- 
man influence; it is important to stress 
that the exact opposite is true and that 
particularly after the July Revolution 
(1831) Paris became the Mecca of the 
Liberals of all Europe and that many 
young Hegelians and members of the 
Young Germany movement were strong- 
ly influenced by the Saint-Simonians.” 

With regard to the further develop- 
ment of the historical approach to polit- 
ical economy, it is particularly interest- 
ing to note that Friedrich List’s “natural 
law of historical development,” accord- 
ing to which social evolution must neces- 
sarily pass through definite stages—an 
idea readily accepted by the historical 
school of German economists—s of Saint- 
Simonian origin.”?7 That Bruno Hilde- 
brand, another German economist of the 
historical school, who propounded the 
theory of definite stages of economic de- 

15 Du systéme industriel, Vol. I (Guores, XXI, 
166; also XXXVII, 42). 


76 See esp. von Hayek, of. cit., pp. 283 ff.; also 
Werner Suhge, St-Simonismus und Junges Deutsch- 
land (“Germanische Studien,” Heft 164 [Berlin, 
1935]), PP. 47, 87; and Hill Shine, Carlyle and the 
St-Simonians (Baltimore, 1941), chap. iv. 


77 Von Hayek, of. cit., p. 291. 


velopment, derived his ideas from the 
Saint-Simonians has been pointed out by 
J. Plenge.” 


A real pioneer was Simonde de Sis- 
mondi (1773-1842), who was not only a 
historian but also a remarkable theorist.” 
He made important contributions in vari- 
ous fields of economic theory and espe- 
cially in his critique of the static, har- 
monistic conceptions of Ricardo, J. B. 
Say, and Malthus. Against their ab- 
stract, deductive method, he insists upon 
experience, history, and observation.” 
Rejecting the prevailing glorification of 
free competition, Sismondi points to the 
crises of 1814 and 1818, the transforma- 
tions in England during the first two 
decades of the nineteenth century, the 
poverty of the working class that grew 
out of free competition, the concentration 
of masses of workers in the new in- 
dustrial centers, the flight from the soil, 
the growth of the slums, and the creation 
of the modern proletariat. This dark 
picture is very different from the rosy 
pictures painted by his contemporaries. 
More than that, Sismondi draws an 
equally dark view of the future, in his 
first theory of crises. Crises, he argues, are 

% Stammformen der vergleichenden Wirtschafts- 
theorie (Essen, 1919), p. xv. 

7 See Henryk Grossman, Simonde de Sismondi 
et ses théories économiques: une nouvelle interpre- 
tation de sa pensée (Warsaw, 1924). 

8°See the standard biography, J. de Salis, 
Sismondi, 1773-1842 (Paris, 1932), p. 407. While 
Saint-Simon had developed the historical, evolution- 
ary theory, showing the transitory character of the 
existing social order, his economic critique of existing 
society remained unelaborated and lacking in pre- 
cision. (See Henri Sée, La Notion de classes ches 
les Saint-Simoniens [Paris, 1926], p. 6). It was only 
Sismondi who completed the historical criticism 
by adding the elements of an economic critique of 
society, namely, the theories of concentration of 
capital, periodical crises, unemployment, economic 
exploitation, pauperism, and insecurity of the work- 
ing masses—all necessarily resulting from the exist- 
ing social organization (see Grossman, op. cit., p. 47): 
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not something accidental, the product 
of noneconomic factors, such as drought 
or war, as Ricardo taught, but are storms 
necessarily resulting from the very nature 
of capitalism. They will become in- 
creasingly severe with the future develop- 
ment of capitalism. Since the purchas- 
ing-power of the working class is never 
large enough to take all of one year’s 
production and since the productive 
power of industry grows more rapidly 
than the limited purchasing-power of the 
workers, this gap must grow wider as 
capitalism develops.** 

This is the point at which Sismondi’s 
theory merges with his “sociologizing” 
of economics. Just as he gave a preview 
of future developments, so he also ex- 
amined the past systematically; and in 
1819 he offered the first general ex- 
planation of the development of the 
existing economic system of the most ad- 
vanced countries (England and France) 
out of the conditions of the past—con- 
ditions which had by no means dis- 
appeared from the world. Modern capi- 
talism is thus conceived as a sort of island 
in a sea of other, older forms of economy. 

Sismondi traced the history of agri- 
culture, for example, from patriarchal 
exploitation at the dawn of cultural 
history through slave exploitation in 
antiquity, serfdom in the Middle Ages, 
métayer system (share farming) and 
corvée labor in the early modern period 
to modern capitalism in which large-scale 
exploitation (bail a ferme) reveals its tre- 
mendous superiority over small-scale ex- 

"There are, of course, other important dis- 
tinctions between Sismondi and his contemporaries. 
Thus, against Ricardo’s differential land-rent theory, 
according to which rent arises from better soil but 
not from the less fruitful, Sismondi shows that even 
the worst land gives rise to rent. “All land,” he 
said, “yields rent” (see Sismondi, Nouveaux princi- 
pes, I, 279). It is no wonder that Ricardo’s disciple, 


McCulloch, bitterly attacked this work in the 
Edinburgh Review, October, 1819. 
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ploitation because the former can “sub- 
stitute capital for human forces.’** This 
superiority means that small-scale pro- 
duction will ultimately disappear. Sis- 
mondi then traces industrial production 
from the guild organization in the towns 
of the Middle Ages to the development 
of capitalism. He shows how the capital- 
ist system follows from the separation of 
the independent handworker from the 
means of production. In its pure form 
this system would involve the coexist- 
ence of but two classes—the wage- 
earners and the owners of the means of 
production. In actual fact, however, 
there still remains a third group held 
over from the earlier stage—the peasants 
and craftsmen.* 

Underlying Sismondi’s account of the 
historical development of agricultural 
and industrial production is his notion 
of the difference between dominant and 
subordinate economic forms. When spe- 
cific institutions are carried over into a 
new system, their relation to the whole 
is altered, and a decisive change occurs in 
their function. Thus the once dominant 
role of the peasant and craftsman has 
disappeared. What remains is merely a 
fragment of the past, occupying a sub- 
ordinate role in the new capitalist 
economy. 

Sismondi was also a pioneer historian. 
Before his work appeared, the history of 
medieval Italy was virtually unknown. 
To the eighteenth-century rationalists 
the Middle Ages appeared as an era of 
barbarism and darkness, of interest to 
none but antiquarians. Sismondi was 
one of the first to understand that the 
liberation of the medieval Italian towns 
prepared the foundation of bourgeois 
society in Italy earlier than anywhere 


8 Op. cit., I, 169-272. 
3 See Grossman, of. cit., p. 13. 
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else.** Sweeping aside the classical 
evaluation of these earlier economies as 
“irrational,” he showed the historical 
justification for their existence. Each of 
these earlier systems grew spontaneously 
out of contemporary conditions, spread 
without compulsion, and eventually be- 
came a dominant form because, from the 
standpoint of the development of liberty, 
it represented an economic and social 
advance over its immediate predecessor. 
Only when the dominant system passed 
the peak of its development and creativ- 
ity did it degenerate and become a 
hindrance to further progress. It then 
sought to maintain itself by force against 
the rise of new economic forms, only to 
be compelled to give way in the end to a 
new and more progressive system.*’ The 
economic development of man is thus not 
a mere succession of different economic 
systems but a development toward even 
greater progress and freedom.* 

Characteristic of Sismondi’s insight 
is that he projected this historical de- 
velopment into the future. In view of the 
long process of the rise and decline of 
economic systems, he argues, we cannot 
assume that the existing bourgeois wage- 
labor system represents the final form of 
society.*7 On the contrary, we must 
assume that “our present organization, 
that is to say, the servitude of the 

%4See Henryk Grossman, “Sismondi,” En- 
cyclopaedia of the Social Sciences, XTV, 69. 

8s See Grossman, Simonde de Sismondi, p. 63. 


86In a recent article on “La Notion de progrés 
chez Sismondi” (Revue internationale de sociologie, 
XLVI [1938], 298 ff.) Anthony Babel criticizes 
Sismondi for failing to give a precise definition of 
progress. As a matter of fact, Babel failed to dis- 
cover not only the definition but also the very con- 
ception itself, as outlined above. He does not see 
Sismondi’s discussion of the historical sequence of 
progressively freer economic systems as a whole 
and loses himself in a mass of details about techni- 
cal, religious, or political progress. 


87 See Grossman, Simonde de Si di, p. 64. 





worker,”’ will also be transcended and re- 
placed by a better system in the future. 

Sismondi is thus a forerunner of the 
Marxist doctrine of the historical de- 
velopment of different economic systems 
in the direction of a progressive unfolding 
of the forces of production. “It is one of 
the civilizing sides of capital,’”’ Marx 
wrote, “that it enforces this surplus labor 
in a manner and under conditions which 
promote the development of the pro- 
ductive forces, of social conditions, and 
the creation of the elements for a new and 
higher formation better than did the pre- 
ceding forms of slavery, serfdom, etc.”** 
What escaped Sismondi, however, was a 
realization of precisely which factors con- 
stitute the driving force of historical de- 
velopment. His investigations into the 
history of the free Italian towns from the 
twelfth to the sixteenth century con- 
vinced him that the characters of nations, 
their energy or weakness, their culture or 
backwardness, are not the products of 
climate or racial peculiarities but the re- 
sults of social organization and political 
institutions. The real motive power of 
politics and the interdependence between 
politics and economics he did not see, 
however. 

Sismondi’s doubts about the perma- 
nence of the capitalist system could not 
be forgiven by the representatives of the 
official doctrine. Among his contempo- 
raries he was recognized chiefly as a his- 
torian and historian of literature. Later 
on, after 1850, the protagonists of social 
reform, exaggerating Sismondi’s really 
limited faith in reform measures, hailed 
him as a precursor. But as a theorist he 
fell into oblivion for more than a cen- 
tury. 


New York City 


[To be continued] 
88 Capital (Kerr ed.), ITI, 953. 























“POST-WAR PLAN AND PROGRAM’” 


MYRON W. WATKINS 


ESPITE the phenomenal develop- 
D ment of popular, official, and 
professional interest in “plan- 
ning” in recent years and the current 
proliferation of plans for the post-war 
period, there has been little serious anal- 
ysis of the nature of the planning func- 
tion. The self-styled “planners” have 
been prone to preen themselves on the 
invention of a new technique, as though 
the social process had been quite devoid 
of any element df purposeful direction 
until they coined a phrase and started 
a “movement.” In fact, of course, the 
substance of history is the perennial con- 
test over who is to do the community 
planning (“‘individuals,” “priests,” 
“kings,” “capitalists”?), how it is to be 
done (negotiation, edict, legislation?), 
what is to be its compass (in space, in 
time, in human relationships?), and, 
perhaps above all, what is to be the order 
or rank of its objectives (power, glory, 
piety, provisionment?). 
A little reflection, too, might lead to 
a recognition that planning, now as al- 
ways, proceeds upon two planes. On 
one level, planning consists of policy 
formulation, either a choice of definite 
directions of effort or the establishment 
of a pattern of direction-finding. The 
basic question here is: what ends are to 
be sought. On another level, planning 
consists of policy implementation, the 
choice of specific pathways of effort. The 
fundamental question here is: how to 
proceed to reach a given end. Manifestly, 
the agencies and methods of planning 
* National Resources Planning Board, Report for 
1943, Part I: Post-war Plan and Program (Washing- 
ton, January, 1943). Pp. v+81. 


which may be appropriate and may work 
well in determining policy may be quite 
ill-adapted for implementing policy, and 
vice versa.? In democratic societies legis- 
latures are policy-making organs. Like- 
wise, in democratic societies administra- 
tive authorities and private groups or- 
ganized upon a voluntary basis are pol- 
icy-implementing organs, each operating 
within a defined province and subject to 
legislative sanctions and directives. How 
a society can remain democratic with 
its legislative assembly shorn of respon- 
sibility for planning on the policy-making 
level, no one has yet shown. How a so- 
ciety can remain democratic with respon- 
sibility for both policy formulation and 
policy implementation (the choice of spe- 
cific, detailed ways and means for effec- 
tuating the policies adopted) concen- 
trated in a single organ is similarly ob- 
scure. Yet most of the self-appointed 
“planners,” and, alas, also some of those 
officially appointed, appear to be quite 
oblivious of the distinction between the 
two levels of planning. Unchecked by 
Omar’s modesty, unhampered by his in- 
sight, they “by computations would re- 
duce the year to better reckoning.” 


?In “planning” a house an architect may very 
well be far better qualified than the prospective oc- 
cupant to draft the “blueprints,” fix the “specifica- 
tions” for foundations, walls, windows, stairways. 
On the other hand, to leave to the architect’s discre- 
tion, as well, another class of decisions—those relat- 
ing to the style of architecture and to room arrange- 
ment—may be a mistake! To obtain the best results 
in terms of living comfort, it may be wise to have the 
householder himself share in the responsibility for 
this phase of the planning. 


3 7 4e poets seem to be more circumspect than the 
planners. Witness, for instance, also, Robert Burns’s 
perspicuity as it found expression in “To a Mouse.” 
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The foregoing observations are not 
without point by way of introduction 
to a review of the Post-war Plan and 
Program of the National Resources 
Planning Board. The report is not, as 
one might anticipate from its title and 
source, an outline of specific projects rec- 
ommended for execution in the post-war 
period, within the framework of estab- 
lished policy as defined by Congress. It 
is rather, in essence, a homily in support 
of the thesis that established policy 
stands in need of radical revision in the 
direction of a concentration of responsi- 
bility for the planning function. But 
since, under our Constitution, policy- 
making is a legislative function, the 
President, to whom the report was sub- 
mitted on December 16, 1942, quite 
rightly perceived that it was a matter 
for consideration by Congress. Accord- 
ingly, he transmitted the report to the 
Senate and the House on March 10, 1943, 
without explicit indorsement of any of 
the Board’s policy recommendations.‘ 


4 The significant passages in the President’s mes- 
sage of March 10 follow: 

“To assist the Congress in the development and 
consideration of appropriate legislation to achieve 
normal employment, to give assurance for all our 
people against common economic hazards, and to 
provide for the development of our national re- 
sources, I am transmitting herewith two reports of 
the National Resources Planning Board 

“Because of their basic importance to our nation- 
al welfare during the war and after the war, it is my 
earnest hope that the Congress will give these mat- 
ters full consideration during this session. We must 
not return to the inequities, insecurity, and fears of 
the past, but ought to move forward toward the 
promise of the future.” (See for complete text, Con- 
gressional Record, LXXXIX [March 10, 1943], 
1840.) 

The second report referred to by the President is 
the voluminous (640-page) report on Security, Work 
and Relief Policies, which was prepared under the 
direction of Dr. Eveline M. Burns for the Board’s 
Committee on Long-Range Planning. It may prop- 
erly be considered as an appendix to the Board’s 
Post-war Plan and Program. In fact, one quarter (20 
pages) of this latter report consists essentially of a 
digest of the Security report, forming part of the 


MYRON W. WATKINS 


This fitting and proper procedure 
projected the issues into the forum of 
public discussion.’ And, if there is one 
thing certain about the conditions essen- 
tial to a healthy democracy, it is that 
policy formulation shall always proceed 
“in the open.” We should have learned 
from long experience that no public pol- 
icy, whatever its intrinsic merits may be, 
has much chance of working well unless 
it is backed by an informed public opin- 
ion. But there can be no real popular 
understanding, and hence no widespread 
active support, of a new development in 
policy in the absence of public participa- 
tion in the debates over its expediency.’ 
There is no substitute for free discussion, 
even though it is subject to all the 
hazards of prejudice and premeditated 
misrepresentation, which have certainly 
not been abated by the development lat- 
terly of new techniques of propaganda. 

The report is divided into three sec- 
tions. The first surveys the need, and 
points the direction, for a reorientation 
of public economic policy. The second, 
under the caption “Findings and Rec- 
ommendations,” outlines the measures 
considered suitable for the effectuation 


section on “Supporting Technical Material” in which 
a number of other like surveys previously published 
by the Board (e.g., National Water Policy, Transpor- 
tation, Urban Planning) are similarly utilized. Thus 
the whole of the Board’s program is embraced in the 
“first” report, viz., Post-war Plan and Program, 
which alone is here under review. 


5 See p. 4 of the report. 

The reception of the report in Congress was far 
from enthusiastic. See Cong. Rec., Vol. LXXXIX, 
passages beginning on pp. A.1257 (March 15, 1943); 
2233 (March 18, 1943), A.2065 (April 19, 1943), and 
4448 (May 13, 1943). 

Although editorial comment in the daily press 
has, in general, been highly critical of the Plan, the 
“liberal” weeklies have hailed its advent as an 
epochal event. See, e.g., the New Republic supple- 
ment of April 19, 1943, “Charter for America.” 

* Cf. J. B. Condliffe, Agenda for a Postwar World 
(New York, 1943), p. 23. 
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of the revised policy. This part embodies 
the Board’s concrete program, so far as 
it has one. The final, and longest, sec- 
tion is made up of some ten supplemental 
papers prepared by members of the staff, 
marshaling arguments and data (drawn, 
for the most part, from the Board’s pre- 
viously published studies of resource 
utilization) in support of the recom- 
mended program. Although this “Sup- 
porting Technical Material” constitutes, 
in bulk, about three-quarters of the en- 
tire report, it adds little by way of 
“support” to the “official” exposition of 
the program in the middle section. What 
is added is rather more in the nature of 
elaboration than of explanation. 

The aims of the Board for the post-war 
development of the national economy, 
as set forth in the Introduction, corre- 
spond closely to those proclaimed in the 
Atlantic Charter. In other words, they 
are quite unexceptionable—and quite in- 
explicit. It does not contribute much to 
an understanding of whither the Board 
plans to lead us to be told that a “dy- 
namic economy” and “a fair distribution 
of the resulting gains” provide a sure 
pathway into the promised land. These 
views are rather commonly accepted, but 
one could wish for some concrete in- 
formation on the outlines of “the new 
heavens and the new earth” which the 
Board foresees.’ 

For the realization of these ideals the 
Board proceeds, after stopping briefly to 
reaffirm its 1942 indorsement of “A New 


Bill of Rights,” to a series of recommen- 


dations looking toward the assumption 

of responsibility by government for the 

maintenance of full employment and 

the expansion of the national economy. 

It sketches three basic plans.* Succinctly, 
7 See p. 2 of the report. 


* There is listed, also, a fourth plan, under the 
heading “Plans for Action by State and Local Gov- 
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these are: (I) for demobilization, (II) 
for industrial government, and (III) for 
social security. These will be reviewed 
in the order indicated. 


I, DEMOBILIZATION 


For the transition from war to peace 
the Board recommends the formulation 
of policies facilitating the absorption of 
persons discharged from the armed serv- 
ices and war industries into industries 
serving a civilian economy. To this end, 
it invites consideration of substantial 
dismissal wages on the instalment plan, 
of vocational education and rehabilita- 
tion, and of an expanded employment 
(placement) service. The Board also 
urges the adoption of settled policies 
with respect to the disposition of war 
plants, the cancellation of war material 
contracts, the grant of funds for plant 
reconversion, “assistance” to small-scale 
enterprises, and placement of orders for 


ernments and Regions.” It appears to have been 
added as an afterthought. There is no “Supporting 
Technical Material” on the subject. The “Plans for 


Action... .” cover a single page and are delight- 
fully nebulous. 

Substantively, there is nothing in these “Plans” 
but a repetition of the measures outlined (in the 
three basic plans discussed in the text above) for 
federal action. State and local governments are 
urged: (1) “to assist private industry in... . 
version,” (2) “to readjust war boom towns . 

(3) “to strengthen employment services . 

“to expand education, health, and welfare serv- 
ices . ” and so on through six more suggestions 
of the obvious. 

With respect to procedure, at least, one might 
expect some suggestions. Instead: “In order to carry 
out the foregoing purpose of regional development 
in the national framework, the National Resources 
Planning Board urges that the several regions take 
such steps as may be necessary, in such form as 
may be appropriate to the particular region, and which 
(with?) such Federal participation as may be desirable 
in the particular region” (italics added). In reality, 
this is not planning at all: it is preaching. The vital 
problem of how to avoid waste, confusion, and con- 
flict in the performance of overlapping functions by 
the federal government, on the one hand, and by 
state and local units, on the other, is not discussed. 
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large-scale development projects in hous- 
ing, transportation, and power. The pol- 
icies of assistance in the last two direc- 
tions are not to be designed uniquely for 
the immediate post-armistice period but 
are to be part of a permanent program 
of government stimulation, support, and 

supplementation of private enterprise. 
This is confirmed by the proposals in the 
second major section of the Board’s 
over-all Plan. 

Finally, the Board recommends for 
consideration a “‘Demobilization of War- 
time Economic Controls.” The quoted 
caption is a euphemism, however, since 
what is actually put forward under this 
heading is a project for the retention of 
existing machinery for (a) rationing, (0) 
price control, (c) wage control, (d) allo- 
cation of raw materials, and (e) transpor- 
tation priorities, though advocating use 
of the same for other purposes. “The 
policies [of these agencies] will of neces- 
sity be modified after hostilities cease.” 
As elsewhere, the Board is by no means 
specific regarding the scope and terms of 
the modifications contemplated. Even 
the general nature of the changes pro- 
posed is left obscure.® 

* Thus, referring presumably to rationing, it is 
scated (p. 12) that “instead of endeavoring to re- 
trict the consumption economy [whatever that may 
mean], the attempt wil] be to spread existing supplies 
as far as possible both at home and abroad”’ (italics 
added). We should have supposed that, in rationing, 
the object of an equitable distribution of limited 
supplies was always primary. 

Again (p. 12): “Unless price controls are re- 
tained, a flood of buying . . . . would make it im- 
possible to achieve an orderly transition to a civilian 
economy.”’ Do price controls operate to prevent “a 
flood of buying”’? If the Board is advocating a modi- 
fication of existing price regulation policies in the di- 
rection of establishing minimum prices, it is suggest- 
ed that, in all candor, it should openly avow such a 


purpose. 

Finally, it may be noted that the Board urges 
continuance of “control of distribution . . . . of con- 
struction equipment and other producers’ goods 
.... 80 that priorities may be given to the rebuild- 
ing and re-equipping of factories and so that a proper 


Il. INDUSTRIAL GOVERNMENT 


For the long-range government of in- 
dustry, the Board likewise advances 
what is essentially a tripartite program, 
though, as in the case of the over-all 
Plan, a fourth division, not listed in the 
Table of Contents, is added in the text, 
apparently by way of an afterthought.’ 


sphere will be reserved for housing and other pro- 
grams.” What does this mean? In war, allocation of 
industrial equipment—e.g., machine tools, among X, 
Y, and Z, all of whom are engaged in aircraft pro- 
duction, or between this group and A, B, and C, who 
manufacture industrial conveyor equipment—may 
be determined on the basis of relative urgency of 
need for their respective outputs in fulfilment of con- 
tracts let, or programs scheduled, by the armed serv- 
ices for production of military supplies. But where 
is an alternate yardstick to be found when civilian 
demand replaces military requirements? In peace, 
who is to decide, and on what basis, that A is to be 
given preference over Y in securing the industrial 
equipment which each seeks? The Board would evi- 
dently leave the decision to a presumably rechrist- 
ened “Peace Production Board.” But it advances 
no concrete suggestion on the standards which 
should guide the allocations of such a body. More- 
over, it sets no time limits to the continuance of such 
powers; and, manifestly, for such a purpose as “the 
reservation of a proper sphere for housing” an in- 
definite prolongation of these arbitrary controls may 
well be contemplated. Evidently, totalitarianism is 
regarded as an evil only when practiced by others. 


%° This brief section, captioned “Essential Safe- 
guards of Democracy,” recommends: (a) “measures 
to prevent the rise of new industrial oligarchies 
....,” (0) “measures to uphold the right of labor 
to collective bargaining .... ,” and (c) “measures 
to maintain the fair share of farmers in the benefits 
of an expanding economy. 
are not elaborated, and no “Supporting Technical 
Material” is cited. Perhaps none is required, since 
the Board is evidently content, on this score, with 
the Sherman Act, the National Labor Relations Act, 
and the Agricultural Adjustment Act, all as amend- 
ed and supplemented to date. 

It is plain that the first part of this long-range 
program for the government of industry, namely, the 
section headed “Plans for Private Enterprise,” and 
this fourth section belong logically in the same cate- 
gory. Either caption would cover everything that is 
advanced under both captions. Indeed, it is not in- 
accurate to say that the measures “recommended” 
in the two sections are the same measures differently 
phrased. 
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Recommended are, first, “Plans for Pri- 
vate Enterprise.”” These consist, so far 
as the official position of the Board is 
concerned, of three “measures” set forth 
in terms so vague that it is difficult to 
believe that neither obfuscation nor 
equivocation was deliberately intended.” 
If one refers, as one is invited to do, to 
the section on “Promotion of Free En- 
terprise” in the “Supporting Technical 
Material,” one encounters a few specific, 
even if ill-digested and unco-ordinated, 
suggestions.” Chief among these are the 


" The exposition of this part of the Board’s pro- 
gram is so short and summary, and the method of 
treatment of the subject so revealing of the place it 
occupies in the Board’s “Plans for Development of 
an Expanding Economy” after the war, that it may 
be quoted in full: 

“For the maintenance of and assistance of free 
enterprise and economic democracy we recommend- 
ed for consideration 

“(1) Measures to encourage the healthy and ag- 
gressive development of private enterprise, to stimu- 
late initiative and resourcefulness of management, 
and to open the channels of investment opportunity, 
large and small. 

“(2) Measures to prevent the abuse of economic 
power or monopolistic privilege, and to check the 
wasteful exploitation of the nation’s resources. 

“(3) Measures to eliminate avoidable uncertain- 
ties and needless burdens in the laws affecting enter- 
prise and in their administration.” 

With corresponding brevity, but it is hoped more 
conciseness, two observations may be made on this 
passage. (1) “Where, oh where! are the verdant se- 
manticists?” What is economic democracy, for ex- 
ample? (2) Is the allotment of a single paragraph to 
“Plans for Private Enterprise”—equivalent to less 
than 5 per cent of the space devoted to this second 
main section of the Board’s plans—a measure of its 
relative reliance upon private and public responsi- 
bility in the conduct of economic affairs? 


* Tt is regrettable that here, as frequently else- 
where, the Board foregoes factual analysis in favor 
of platitudinous or tautological observations. A few 
illustrations must suffice, though the number could 
be multiplied readily. (a) “Industrial concentration 
may take the form of vertical extension 
such instances a subsidiary organization is usually 
formed but the production policies are likely to be 
set by the parent group” (p. 29; italics added). (6) 
“Public policy needs to be concerned . . . . with the 
maintenance, wherever possible, of free access of new 
business to new and old industries in order to provide 
opportunities for independent enterprise . . . .” (p. 
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indorsement of (a) promotion of indus- 
trial research, (b) “patent reform,” (c) 
“‘more discriminating prosecution of anti- 
trust laws,” (d) arrangements“ for the op- 
eration of many plants by new produc- 
ers,”’ (e) “effective social control [of “large 
scale business units”) in . . . . industries 
[in which] it is not economically desirable 
to break up concerns into smaller units,” 
(f) “assistance to small business units 
....in terms of technical engineering 
advice, access to materials, favorable 
terms of financing, and marketing aids,” 
and (g) “mixed corporations” as “an 
effective form of organization for certain 
plants in those industries of crucial im- 
portance in wartime and in which gov- 
ernment has made great wartime in- 
vestments.” 

It should be evident from this list of 
“specific” recommendations that even 
the “Supporting Technical Material” 
leaves something to be desired in point 
of concreteness. What are the advan- 
tages and disadvantages, or risks, of dif- 
ferent methods of promoting industrial 
research? No attempt is made to can- 
vass them. What direction should 
“patent reform” take? After listing a 
number of “proposals” (made by others), 
on none of which is a definite commit- 
ment made," the discussion ends with 
the safe and stale observation: “On 


29). (c) “To the extent that undue concentra- 
tion of industrial production [meaning? control?] 
is avoided, the Government can strengthen the posi- 
tion of small producers, distributors, and coopera- 
tives” (p. 30). 


3One is not disposed toward regret over the 
absence of commitments when one encounters evi- 
dence of such casual and superficial study of the 
problem as the following sentence discloses. ‘More 
far-reaching in scope is the suggestion . . . . for pro- 
hibiting altogether the assignment of patent rights in 
order to limit monopolistic influence and to assure 
inventors whatever rewards their patents may yield 
by direct exploitation or by outright sale” (p. 29; 
italics added). 
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the one hand, the incentive to inven- 
tion ....must be preserved; and on 
the other hand, we must see to it that 
our legal devices....are not prosti- 
tuted to the ends of monopolistic sup- 
pression ” Is the suggestion that 
“at the end of the war.... the Gov- 
ernment should arrange for the operation 
of many plants by new producers” to be 
interpreted as a recommendation that 
federal funds be made available for set- 
ting up in business ambitious enter- 
prisers? If so, all who apply? Or only 
“qualified” applicants? And who is to 
judge of qualifications? No explanation 
of the scope, methods, or terms of this 
project is vouchsafed.** What might be 
the pattern of an “effective social con- 
trol....of large-scale business units” 
or of a “more discriminating prosecution 
of antitrust laws”? In the absence of any 
explicit suggestions on this score, may 
not one be justified in the speculation 
that the Board’s own recommendation (p. 
13) of “Measures To Prevent the Abuse 
of Economic Power” is a left-handed 
indorsement of German cartel policy as 
embodied in the decree of November 2, 
1923? 

With respect to “assistance to small 
business units” and to the organization 
of “mixed corporations” for the opera- 

4 It is possible that it may have been the inten- 
tion to limit this proposal to the disposition of gov- 
ernment-financed “defense” plants. But there are 
two grounds for doubting that it was so intended. 
(a) It would have been easy, had that been the design, 
to have so indicated this simply by re-wording the 
latter part of the sentence—e.g., “arrange for the 
operation by new producers of many of the defense 
plants built with government funds.” (b) The con- 
text in which the suggestion is advanced has nothing 
to do with government financing of defense-plant 
construction. It occurs in a paragraph devoted to 
consideration of the effects of the concentration of 
war-production contracts “‘in’”’ large corporations on 
the structural pattern of industry. In this context it 
is plain that such an interpretation of the proposal as 
is projected by the questions in the text above is 
invited. 


tion of defense plants built with govern- 
ment funds, the recommendations are 
somewhat more specific. It is doubtful 
at best, however, whether the basic aims 
of “justice,freedom and democracy” are 
likely to be served by the grant to 
mixed corporations of “special rights,” 
including not only the “power of emin- 
ent domain” but also “the selection of 
. ... the business units which are to con- 
tinue to operate in these industries’”— 
i.e., in all the basic metallurgical, chemi- 
cal, and manufacturing industries in 
which the government has invested large 
funds in new plants and equipment. The 
privilege of choosing one’s competitors 
or of stipulating the terms on which 
competitors will be tolerated has never 
heretofore been accorded a nongovern- 
mental agency or even shared by the 
government with private interests, so far 
as we are aware. Certainly, public util- 
ities enjoy no such privilege. The danger 
of its misuse is not lessened by the cir- 
cumstance that the Board explicitly con- 
templates that some, at least, of these 
hybrid organisms may bear a closer 
resemblance to the business adventurers 
who father them than to her who gives 
birth to them." 

On the basis of this evidence one can- 
not escape the conclusion that the 
Board’s “Plans for Private Enterprise” 
in the post-war organization of industry 
evince little solicitude for the preserva- 
tion of equality of opportunity and free- 
dom of competition. The slighting and 
perfunctory indorsements of antitrust 


Ss “Private stockholders might own a majority 
interest and government representation be con- 
cerned solely with matters relating to public policy” 
(p. 30). Meaning what? Cited, apparently with ap- 
proval, is the Anglo-Iranian Oil Company, in which 
“the British Government owns more than half the 
common stock but is restricted by agreement to 
minor [sic] representation on the board and to mat- 
ters involving foreign and defense policies.” 
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policy are plainly in the nature of polite 
concessions to “the folklore of capital- 
ism.”” The Board’s heart—and there can 
be no gainsaying that it is big-hearted— 
is elsewhere. It is intent on security, at 
all costs. Like the peace-at-any-price 
advocates, of unlamented memory, it 
avows its immutable loyalty to the na- 
tional traditions, the while it is prepared 
to make such concessions to expediency 
as may be required to avoid discomfiture 
—or even the risk of discomfiture. This is 
made evident by an examination of the 
second and third divisions of its long- 
range program for the government of 
industry (euphemistically styled “Plans 
for the Development of an Expanding 
Economy”). 

The second section, under the caption 
“Plans for Finance and Fiscal Policies,” 
sets forth the Board’s conception of the 
role of government in activating and di- 
recting the economy. As the exposition of 
this part of the Board’s program is very 
brief, and as it constitutes in fact merely 
an introduction to the third section, on 
“Plans for Improvement of Physical 
Facilities,” these two parts of the pro- 
gram may advantageously be considered 
together. The Board declares (p. 13) 
that the “fiscal and monetary policies of 
the Federal Government should be con- 
ceived and administered to complement 
and supplement [the] activities of private 
enterprise in the maintenance of ade- 
quate effective demand.” Here is the 
heart and core of the Board’s program. 
Every other part of the composition is 
but a variation of this central theme. The 
Board is convinced that “public works, 
social security, and like programs and 
activities give reality to the maintenance 
of adequate purchasing power, the secur- 
ing of full employment and the optimum 
degree of private business activity” 
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(italics added).** It might be instructive 
to rearrange and amplify this sentence: 
“The maintenance of adequate purchas- 
ing power, full employment, and the 
optimum degree of private business ac- 
tivity can only be realized by large gov- 


" ernmental expenditures on public works, 


social security, and like programs and 
activities.” 

Is this true? Or does the Board 
“have a bear by the tail’? A critical 
analysis of these questions will be re- 
served for the concluding section of this 
review, following the exposition of the 
remaining elements in the Board’s Post- 
war Plan. 

On the Board’s assumption that a 
private enterprise system can be kept 
alive only by “constant” blood transfu- 
sions from the government,”’ how is the 
economic vitality of the government it- 
self to be maintained? The Board makes 
no attempt to assess the costs of such op- 
erations, either quantitatively or quali- 
tatively, absolutely or relatively. Al- 
though it does not hesitate to give as- 
surance that the national income can 
and will be stabilized “‘on [a level of] the 
order of 100 to 125 billions,” it carefully 
eschews any effort to estimate the pecu- 
niary (fiscal) burden that such a “guar- 
antee”’ may involve" or the limits of the 
burden that could be borne. Much less 

6 Parenthetically, just what is meant by the 
final clause? Is it suggested that there is an opti- 
mum proportion of total (or aggregate) economic 
activity which may be left to private business? Or 
is it suggested that there is a sort of “golden mean” 
in the rate of business activity? 

*7 This is not an inference. The Board explicitly 
states (p. 12) that “after the war, our free enterprise 
system .... will demand constant assistance from 
government..... 

*® The Board does not call its scheme for main- 
taining purchasing-power a “guarantee” of incomes 
or a “subsidization” of consumers. It prefers the 
term “underwriting of demand” (see p. 4). But, with 
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does it essay any analysis of the poten- 
tial repercussions of a policy of guaran- 
teeing jobs to workers and “a market”’ 
to businessmen upon diligence, thrift, 
and prudence in the ordinary conduct 
of economic affairs—or rather in the part 
of them left to private responsibility. 
Its sole ‘‘suggestions” for post-war fiscal 
policy are: (a) retention of present 
(progressive) tax structure, but with 
some abatement of levies on «orporate 
income and increase in levies on individ- 
ual income in the lower brackets; (6) 
sharp reduction in consumption (excise) 
taxes; (c) expansion of public welfare 
and public works expenditures; and (d) 
international collaboration in removal 
of trade barriers and promotion of for- 
eign investment. There are no specific 
proposals advanced on the (a), (6), and 
(d) “suggestions,” though on (c) the 
remaining portion of the Board’s report 
is given over entirely to a catalogue of 
projects deemed feasible and appropriate 
by the Board. What is singularly lack- 
ing is any trace of an endeavor to cor- 
relate fiscal revenues and contemplated 
fiscal expenditures. There is no survey 
of the limits of taxation, much less of 
government borrowing capacity. One 
gains the impression that in the Board’s 
view either revenues and expenditures 
have no relation to one another or reve- 
nues have no limits."® 

The detailed program recommended 
for implementing the fiscal ‘‘goal” of an 
expansion of public works expenditures 
embraces: (a) “urban redevelopment,” 
including housing; (5) “transportation 
modernization,” including consolidation 
of railroads and co-ordination of services, 
provisior. of new facilities, and terminal 


9 It need hardly be added that in a certain sense 
this is true. At least the “revenues” of the German 
government twenty years ago reached astronomic 
proportions! In the text, reference is to real revenue. 
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unification “for all media of transport— 
air, rail, water, highway, pipes, etc.”; 
(c)“energy resource development,” in- 
cluding “coordinated public and _pri- 
vate” construction of dams, hydroelec- 
tric generating facilities, and transmis- 
sion lines; and (d) land improvement and 
conservation projects, including drain- 
age, reforestation, and flood, erosion, and 
agronomic waste controls. These four 
major segments of the program for “Im- 
provement of Physical Facilities” are 
to be administered, if the Board has its 
way, as an integrated whole and so 
that the program “will facilitate, and 
carefully avoid hindering, our post-war 
industrial conversion to peacetime pro- 
duction ....” (p. 16). But how this is 
to be managed, what are the guideposts 
to be followed, is not suggested. It is all 
well enough to talk about “coordination 
of public works construction at all levels 
of government with other public policies 
which affect the level of business activ- 
ity and employment,’’ but the advan- 
tages of that we have known all along. 
What we should expect of a planning 
agency is, if not some concrete sugges- 
tions on how it might be achieved, at 
least some evidence of appreciation of 
the fact that that is the initial problem 
to be resolved—and that its resolution 
requires something more than didactics 
and homiletics. 


Itl. SOCIAL SECURITY 


Finally, the third major division of the 
Board’s Post-war Program consists of 
plans for an extension of social security 
and public welfare services. In so far as 
these services and activities are designed, 
like the public works program, to serve 
as a means of “‘blood transfusion,” as it 
were, to the private enterprise system, 
they might logically be subsumed with 
it (i.e., the public works program) under 
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the second major division of the Board’s 
over-all program. In part, as the Board 
recognizes (p. 17), they share that func- 
tion. At the same time, several of them 
serve other purposes than that of sus- 
taining, activating, and directing the 
private enterprise sector of the contem- 
plated post-war economy. Education 
and public health services are embraced 
within this category of plans, along with 
the several types of insurance (unemploy- 
ment, industrial accident, old age, health, 
and disability) which make up the social 
security program proper. 

Manifestly, public expenditures for 
many, if not most, of these purposes 
would be necessary and salutary, quite 
apart from any collateral effect they might 
have in helping to sustain a given level 
of national income or a given rate of 
business activity. In so far as the Board’s 
plans for post-war developments in this 
direction are predicated on these recog- 
nized social and cultural grounds, are 
limited to salient needs, and do not in- 
volve blank commitments clearly jeopar- 
dizing fiscal solvency, there is no occa- 
sion here to quarrel with them. It could 
be wished that the Board were ready to 
acknowledge that, even here, there are 
limits to governmental responsibility for 
livelihood, welfare, and a salubrious social 
environment. After all, this generation 
might be expected, one would think, to 
discriminate rather carefully between 
Kultur and culture. Nevertheless, it has 
to be conceded that as a nation our bias 
has been rather on the side of social ir- 
responsibility; and it is perhaps salutary 
on the whole to have the Board empha- 
size, even if “without restraint,” the obli- 
gation of the community to relieve desti- 
tution, to abate illiteracy, to eradicate 
plagues, and to succor the victims of 
“outrageous fortune.” But it is well to 
remember that not all of those in dis- 
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tress are brought there by the same 
forces and, also, that moral obligations 
are two-way bonds. 


IV. CRITICAL RECAPITULATION 


From the foregoing review it is clear 
that the Board’s Post-war Plan and 
Program consists of a congeries of ill- 
digested suggestions of governmental 
policies and activities in relation to post- 
war adjustments. On the one hand, the 
Board declares, in a passage (p. 12) 
previously quoted, that “for the longer 
range development of an expanding 
economy after the war our free enter- 
prise system .... will demand constant 
assistance from government” (italics sup- 
plied). And the general trend of its rec- 
ommendations is undoubtedly toward 
the assumption of mounting govern- 
mental responsibilities (a) for the main- 
tenance of investment activity (through 
fiscal expenditures) and (5) for control of 
the directions and rates of both produc- 
tion and consumption. 

On the other hand, the Board else- 
where affirms its faith in the traditional 
democratic ideals and avows not only its 
resolute determination to uphold but its 
fervent hope to extend the familiar “‘free- 
doms.” Among these “freedoms” which it 
would preserve is the freedom of enter- 
prise (p. 13). Moreover, at timesa private 
enterprise economy appears to be consid- 
ered adequate, on the familiar model, un- 
der “normal” conditions. Thus the Board 
refers (p. 12) to “the reestablishment of a 
normal peacetime market” (italics sup- 
plied). Again, we learn (p. 11) that “the 
relaxation, modification or retention of 
war-time controls” is conditioned “fun- 
damentally on the length of the war.” 

What is the explanation of this two- 
faced outlook? It springs, we venture 
to suggest, from the Board’s failure to 
address itself to the basic issue of wherein 
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lie the shortcomings of the business- 
enterprise system. No serious effort is 
made to determine the specific charac- 
ter and source of the deficiencies therein, 
for overcoming which, nonetheless, a 
great variety of “plans” is advanced. 
Instead, like Stephen Leacock’s excited 
horseman, the Board dashes out of the 
house and rides off in several directions 
at once.”® 

Is the basic difficulty, which has some- 
how to be surmounted, “bad” distribu- 
tion of income? With consequent excess 
savings and deficient consumer pur- 
chasing-power? Or is it traceable to tech- 
nological factors? And, if so, to a re- 
tardation of the rate of advance? Or to 
its unevenness, its ebb and flow? Or toa 
high rate of technological progress, re- 
sulting in displacement of labor and con- 
striction of employment opportunities? 
Or is the disturbing and limiting factor 
a depletion of natural resources, a “dis- 
appearance of the frontier’? Or does the 
difficulty lie in the character of the 
forces which shape the modern market? 
The dominance of fickle fashion and the 
sway of novelty? Or the circumscription 
of markets (tariffs and interstate trade 
barriers) by political agencies for na- 
tional and local ends? Or the restriction 
of trade by business arrangements for 
private and monopolistic ends? Or is the 


2° It is significant that the Board appears to find 
no inconsistency between its stand in support (even 
though passive support) of free enterprise and the 
espousal of “special rights” for the “mixed corpo- 
rations,” to which reference has previously been 
made. It is specifically suggested (p. 30) that these 
“special rights” should extend to the discretionary 
control of entrance to and exit from particular lines 
of production or branches of industry. Despite the 
transparent difficulties of effectuating any centrally 
planned program of post-war industrial develop- 
ment without such a life-and-death power over en- 
terprise, the Board expresses confidence (p. 4) that 
its program will involve “no great departure from 
the pattern of life and enterprise that we have 
enjoyed.” 
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intervention and “constant assistance” 
of government necessitated by faulty 
forms of productive organization? If so, 
is the “sore spot” the corporation? Or 
trade-unions? Or both? 

We do not ask the Board to adopt a 
“hobby”; it has done that. We do not 
expect it to furnish “all the answers” to 
the economic problem. It has tried to do 
that. We do invite it to diagnose the 
economic ills for which it would prescribe 
remedies. It is so intent upon practicing 
“the new art” of plastic surgery and 
thereby “making over” the economic 
organism into “‘an economy of plenty” 
that it does not stop to inquire whether, 
and, if so, why and in what specific re- 
spects, “plenty” is unattainable within 
the framework of the existing economy. 

Notwithstanding the Board’s failure 
to analyze the source and nature of the 
economic ills it would get rid of, and 
notwithstanding the antagonistic and 
mutually neutralizing character of many 
of the remedies proposed, it requires no 
great astuteness to detect the type of 
projects on which the Board mainly 
relies. Broadly speaking, the principal 
expedients upon which the Board would 
depend for the implementation of its 
planned economic development may be 
described as various forms or applica- 
tions of the single device: “underwrit- 
ing effective demand for goods and serv- 
ices.”** The Board acknowledges (p. 5) 
that “many questions of ways and 
means” remain “to be considered.” But 
upon the efficacy of this master-tool it 
will admit no misgivings. “All the oppo- 
sition of blind men and selfish interests 
could not prevent its adoption.” 


** The Board itself so epitomizes its program. 
It declares (p. 4): “Government can and should 
underwrite effective demand for goods and services. 
The methods to accomplish this purpose are sev- 
eral. No one alone is adequate.” 
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With the aims of a fuller utilization 
of resources, more “abundance,” and 
greater “‘security,” so far as compatible 
with the preservation of opportunity 
for experimentation and a reasonable 
measure of individual freedom of choice 
in economic matters (occupation, invest- 
ment, consumption), presumably few 
will dissent. We are no less confident 
than the Board that “the people of Amer- 
ica will respond .... if they are shown 
the way” to these goals. But we are 
equally positive that “the way” is not 
down the primrose path of unlimited 
governmental largess. If it be answered 
that “underwriting demand”’ is not syn- 
onymous with the grant of “unlimited 
governmental largess,” a brief analysis 
will show that the distinction, if there be 
any, is grounded in pure casuistry. 

If “underwriting demand”’ means any- 
thing at all, it means that the govern- 
ment undertakes either (a) to maintain 
the aggregate volume of community pur- 
chasing-power at a given level or (b) to 
provide a “market outlet” for the prod- 
ucts of a given industry, or series of in- 
dustries, at specified prices. In reality, 
the only difference between these con- 
cepts is in respect of the scope of the 
“underwriting,” though, as a rule, with 
a difference in scope goes a slight differ- 
ence in method. If the “guarantee of 
demand” embraces the entire economy, 
a likely method of distributing funds in 
fulfilment of the “‘guarantee”’ will be the 
provision of consumers with “adequate 
purchasing power,” as under W.P.A. 
If the “guarantee of demand”’ is confined 
to a particular segment of industry, on 
the other hand, the tendency will or- 
dinarily be, as under A.A.A., to con- 
centrate upon the disbursement of gov- 
ernment funds directly to the producers. 
In either case it is manifestly a policy of 
subsidization which is being pursued. 
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But characterizing a policy of “‘under- 
writing demand” as subsidization does 
not suffice to dispose of it. Applying 
epithets, however just, to a proposal 
furnishes no answer to its advocates. 
What are the real objections to a policy 
of subsidization for this announced pur- 
pose? (Namely, for the purpose of keep- 
ing the economy “in balance,” or, if 
you prefer, maintaining the vitality of 
the economic organism, rather than for 
such a purpose, for example, as strength- 
ening the defenses of the nation against 
foreign aggression by construction of the 
Panama Canal or as promotion of public 
health by construction of hospitals.)* 
The real grounds for questioning the ex- 
pediency of such a policy are that it 
tends to be self-defeating. The more an 
economy is subsidized for the sake of 
keeping it “running,” the greater the 
subsidies needed for the purpose and 
the narrower and thinner the tax base 
which is their sole ultimate source.”? In 


* That projects involving expenditure of public 
funds, even on a large scale, as in the instances cited, 
are not uneconomic per se, simply because they 
may not be capable of “paying their way,” needs no 
argument. Correlatively, the mere circumstance 
that certain projects involving substantial invest- 
ments of public funds may be not only “self-liquid- 
ating” but “profitable” furnishes no proof that they 
are in any proper sense “economic” undertakings. 
The ill fame of tobacco monopolies in various Latin 
countries and the salt monopolies in ancient times 
sufficiently attest to that. 


23 It should hardly be necessary to explain that 
these observations on subsidizing have no reference 
to, and are inapplicable to, the exercise of the well- 
recognized governmental function of monetary 
management. For example, the conduct of so-called 
“open market operations” by Federal Reserve 
authorities, designed, it may be, to expand the “loan 
fund” (and monetary supply) and thereby to arrest 
a febrile flight of the rate of liquidity preference, 
manifestly has no subsidizing connotations. Other, 
and more drastic, measures of similar import not 
only may be conceived but, in our judgment, should 
be taken, as occasion may require, to assure, so far 
as may be, that monetary (and credit) factors do 
not help to generate conjunctures imperiling the 
equilibrium of the economic applecart. At best, a 
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such circumstances the drift into fas- 
cism is practically inescapable. 

Is this merely gratuitous speculation? 
The experience of various European na- 
tions with planned autarchies may not 
be conclusive. But the trend of our own 
experience in recent years is disturbing 
enough. Can we count upon human na- 
ture having changed so that “the line of 
least resistance’ is no longer the most 
attractive? If one’s job, or market, or 
income is guaranteed, why exert one’s 
self to hold or enlarge it? If others are 
indemnified for losses sustained, whether 
from mistakes of judgment or from a 
conjuncture of adventitious circum- 
stances, without much discrimination, 
why should not I, or my group, likewise 
be “‘made whole’? Once the scope of the 
recognized functions of a democratic gov- 
ernment is thus enlarged, the pressures 
of minority groups, through political 
channels, for preferences, privileges, in- 
deed pelf, become practically irresistible. 
If there is any way in which these pres- 
sures can be kept within tolerable limits, 
and the plunder of the whole economy 
by these special interests avoided, with- 
out the erection of a more or less auton- 
omous, self-perpetuating authority, ir- 
responsible in any truly democratic 
sense, it has not been discovered. Nor 
does the Board venture to suggest any 
safeguards against this tendency. It 


free private enterprise regime is speculative and 
therefore subject to periodic unsettlement. But 
there is no excuse for making, or rather keeping, it 
needlessly speculative by compounding the real and 
inescapable hazards that beset all business commit- 
ments with the essentially extraneous hazards flow- 
ing from fortuitous and haphazard fluctuations in 
the supply of money. (Cf. Henry C. Simons, “Hansen 
on Fiscal Policy,” Journal of Political Economy, 
L [1942], 161-96.) 

24 True, the Board takes pains to insist that the 
governmental processes for effecting the “planned” 
objectives must be of a democratic type and that 
the interests of all classes must be taken into ac- 


seems to be quite indifferent to the im- 
plications of concentration of govern- 
mental power, infringement of private 
rights, and atrophy of individual respon- 
sibility. 

Quite aside from these essentially 
moral and _ political considerations, 
though without for a moment minimiz- 
ing their importance, there are other, 
more strictly economic, factors to be con- 
sidered which lead to the same conclu- 
sion. While the Board is by no means ex- 
plicit about the assumptions upon which 
it predicates the necessity of “constant 
assistance,” by government, to the pri- 
vate enterprise system in order to “keep 
it running,” there are numerous hints 
and plain implications of the hypothesis 
which serves as the point of departure 
for its planning. The basic assumption 
upon which the whole structure is erected 
is that “demand,” in a private enter- 
prise system, is chronically deficient. 
This, we are confident, the Board would 
admit.** But, if it were asked why this is 


count. “In the plans of a democratic society nobody 
can be omitted from full consideration’’(p. 5). 

In the distribution of governmental largess every- 
one is entitled to “a piece of the pie”! The little 
fellow need not worry: a benevolent Uncle Sam 
will look after his interests for him! If this is called 
“democracy,” it has not always been so designated. 
“The Greeks had a [different] word for it!” 


28 Otherwise, what is the import of the following 
passage? “Regardless of the existence of plant, 
labor, capital, and raw material, actual production 
of goods and services and the size of the national 
income will depend on effective consumer demand 
and effective organization. (Incidentally, organi- 
zation of what? Production? Consumption? Distri- 
bution?] Fear of inadequate market for goods and 
services has compelled various restrictive policies to 
be adopted by producing groups in industry, agri- 
culture, labor—as defense mechanisms” (p. 4; italics 
added). It will be observed that restrictive policies 
are not traceable (a) to aggressive designs against 
the consumer (invariably, it appears, the animus is 
fear of competitive loss, not hope of monopolistic 
gain!) or (6) to defense of the “producing groups” 
inter se. They are all, poor fellows, “in the same 
boat.” 
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supposed to be so, there is nothing in 
this report to indicate that it would have 
aready answer. Nor is there anything in 
the companion report, Security, Work 
and Relief Policies, or in the several pre- 
vious reports cited, which by any stretch 
of the imagination could be considered 
to furnish adequate grounds, or a ra- 
tionale, for the Board’s basic assump- 
tion. In these circumstances, to gain a 
better understanding of the Board’s po- 
sition it may be permissible to supple- 
ment critical analysis with an essay in 
exegesis. 

The passage which comes nearest to 
indicating the derivation of the concept 
of “demand deficiency” upon which the 
Board’s program is premised follows: 

The mere existence of plenty of labor, raw 
materials, capital, and organizing skill is no 
guarantee that all reasonable wants will be 
supplied—or that wealth will actually be pro- 
duced. For there are no automatic safeguards 
in our system that will insure fair distribution 
of income between various kinds of goods and 
services or guarantee full use of resources. 


This suggests that there are two keys to 
the mystery of “demand deficiency.’ 
One is bad distribution of income. The 
other is*nonutilization of available re- 
sources. Of course, the condition of less 
than full utilization of resources is only 
one way of describing what has to be 
explained, is not an explanation. But in 
thus formulating the problem a clue is 
given to a theoretical approach not neces- 
sarily or directly linked with the bad- 
distribution hypothesis. It is one which 
puts the emphasis, rather, on faulty 
market organization and, in particular, on 
the imperfect functioning of the capital 
market.?’ 

* This unholy of unholies seems to be guarded 
by a Janus lock. 


*7 Economists will detect in this more than a 
hint of the Keynesian thesis that the volume of in- 
come (and hence the level of employment) depends 
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So far as the Board’s report is con- 
cerned, however, these remain not merely 
“skeleton keys’ but symbolic keys. 
There is no systematic attempt to out- 


primarily on the rate of investment, which in turn 
depends not on the rate of saving (which is governed 
by the marginal propensity to consume) but rather 
on the relationship of the marginal efficiency of 
capital to the rate of interest, and that, while this 
crucial relationship is subject to disturbance (im- 
balance), chiefly from the independent variables, 
“liquidity preference” and the volume of money, 
which together determine the current rate of in- 
terest, it tends, withal, toward an equilibrium ad- 
justment which leaves no (or inadequate) induce- 
ment for an entrepreneurial expansion of invest- 
ment commensurate with the rate of capital accu- 
mulation (or savings). 

Otherwise expressed, according to Keynes an 
equilibration of the marginal efficiency of capital 
(potential yield of investment) and the current rate 
of interest is quite compatible with a discrepancy 
(gap) between the rate of saving and the rate of in- 
vestment. Since the deficiency of available (profit- 
able) investment opportunities cannot be overcome 
by raising the marginal efficiency of capital (technol- 
ogical advances not being at the beck and call of 
anyone, and organizational and operative efficiency 
not being amenable to “regulatory” control), the 
conclusion is reached that, by some means, either 
investment must be “artificially” stimulated or the 
rate of saving must be held in check if collapse of 
the economy through retrenchment of production, 
curtailment of income, and reduction of employ- 
ment is to be avoided. 

While this is not the place for an extensive 
critique of the Keynesian thesis, some brief com- 
ments may be in order. There is no disposition to 
challenge these propositions: (a) that (given the 
present structural pattern of industry) the rate of 
‘investment is the (immediately and directly) decis- 
ive factor conditioning the level of income; (5) that 
the rate of investment depends not so much on the 
supply (availability) of capital as on the demand 
for capital; (c) that the demand for capital! is con- 
ditioned by the relationship of its prospective yield 
to its actual cost (though its “cost” may not in- 
variably be measured by the current rate of interest 
in the loan-fund market). 

From this point on, however, innumerable ques- 
tions arise to block acceptance of the thesis. Among 
these we shall only mention: 

1. Is the marginal efficiency of capital to be 
taken as meaning the potential yield of a given in- 
crement of capital investment “applied” in an eco- 
nomical manner (i.e., for the exploitation of the best- 
known techniques, in directions conforming to the 
pattern of current and prospective “demands’’), 
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line their respective “notches” and 
“grooves,” much less to demonstrate 
that either of them will open the door to 
an understanding of the alleged chronic 
“demand deficiency.” Rather, in effect, 
one is asked to take the Board’s word for 
it that both keys will “fit the lock.” 

In these circumstances it may be 
worth while to scrutinize somewhat more 
closely these magic amulets. Just what 
does the Board mean, first, by a “fair 
distribution of income between various 
kinds of goods and services’? Is the 
Board unaware that in the terminology 
ordinarily used in discussing economic 
problems “distribution of income’’ refers 
to the terms upon which the several pro- 
ductive factors (or their ‘‘owners’’) share 
in the joint product, the distribuendum? 
Whether wage-earners, for example, get 
their “fair” share of the aggregate in- 
come of the community (or of any given 
enterprise) is certainly an open question, 
and a proper one. Furthermore, at least 
a plausible argument might be made 
(and has been made, inter alia by Karl 
Marx) that the “diversion” of a pro- 
gressively larger part of total income 
from wages to property incomes (with the 
accumulation of capital) tends to curtail, 
relatively, the demand for the consum- 
able products of industry and thus leads 
to unprofitability of production expan- 
sion, thence to a curtailment of demand 


thus excluding the adverse effect upon investment 
yields consequent on an actual misdirection of past 
investment and/or current production? 

2. What is the precise relation between “liquid- 
ity preference” and the actual market conjunctures 
encountered? (In other words, does the extent to 
which money is preferred to goods depend on the 
qualitative and quantitative adjustments of sup- 
plies to demands for the whole range of goods and 
services which constitute income, or, as Keynes 
would have it, vice versa—at least in the sense that 
that is the direction in which “causation” runs?) 

3. What is the criterion of resource “‘availabil- 


ity’? 
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for investment funds, and eventually to 
depression.”* 

However, the Board, perhaps fearful 
of becoming involved in the ticklish 
question of the “fairness” of wages, prof- 
its, and other types of income, does not 
“follow through” on this line of argu- 
ment. Instead,, it nimbly jumps over 
from the subject of distribution of in- 
come to what might be described as 
distribution of expenditure. But, as 
everyone would agree, whether he “ever 
met a payroll” or read a paragraph of 
the Wealth of Nations, the question of 
the proportions in which “various kinds 
of goods and services” are produced is 
entirely distinct from the question of the 
proportions in which the total product 
is divided among various income recip- 
ients. The consequence of this somer- 
sault is that the sentence is left utterly 
meaningless. To talk about “fair’’ pro- 
portions in which to produce, for ex- 
ample, shoes, on the one hand, and 
gloves, on the other foot, is to talk 
sheer nonsense. 

The second “key” to the origins of al- 
leged “‘demand deficiency” is no more 
serviceable than the first. As noted 
above, the Board appears to have bor- 
rowed the notion of investment torpid- 
ity from the Keynes-Hansen school. 
Wisely, it does not stop to look a gift 
horse in the mouth. The neglect, by this 
school, of the monopolistic animus, the 
indifference displayed to the prevalence, 
potency, and significance of contrived re- 
strictions on investment in the interest 
of differential profits, the while a limpid, 
colorless “liquidity preference” is raised 
to the role of decisive catalyst in eco- 

*8 The thesis is sometimes stated in an even 
balder form: “Consumers” (usually thought of as 
wage-earners) do not get back enough, in the form 
of income, to take off the market the whole output 
of the productive process at cost-indemnifying 
prices. 
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nomic “reactions,” reflects a truly anchor- 
itic escapist complex. An ounce of eco- 
nomic realism would be worth a pound 
of psychological theorizing for the release 
of “excess savings.” Nevertheless, the 
Board evidently leans heavily on this 
slender hypothesis of investment torpid- 
ity. At any rate, in its planned program 
of action it follows the Keynes-Hansen 
school quite unqualifiedly and uncriti- 
cally in the assumptions that (a) full 
utilization of resources can be achieved 
by concerted governmental controls and 
not otherwise; (6) that such controls 
need not impair the spontaneity and vi- 
tality of a private enterprise economy; 
(c) that the most effective device for the 
accomplishment of this objective is the 
indirect one of controlling demand;?° 
and (d) that the most expedient way to 
manipulate demand is through monetary 
and fiscal policies.%° 

From whatever source the Board may 
have derived the concept, and on what- 


ever basis it may have considered itself 
justified in adopting the hypothesis, the 
fact is, of course, that the problem is mis- 


29 There are, of course, rather sharp differences of 
emphasis among the proponents of the adoption of 
this device. With Keynes, one might perhaps be 
justified in concluding that his main emphasis is on 
control of investment demand. Hansen, we infer, is 
more disposed toward acceptance of (and reliance 
upon, to a considerable degree) direct stimulation of 
consumplive demand. The Board is evidently not 
particular or discriminative. It would operate on 
any front with equal enthusiasm and equal con- 
fidence. 

Similarly, one may note differences in relative 
preference for fiscal and for strictly monetary 
measures. 


3° This is quite evidently what the Board means 
when it states (p. 4): “One of the most important 
economic facts we have learned in the past decade is 
that fiscal and monetary policy can be and should 
be used to foster an expanding economy.” 

Although there is no acknowledgment to the 
mentors and although the Board may not have 
earned a grade of 100 on the “lesson,” we believe 
there can be no mistake about the identity of the 
professors. 
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conceived in terms of a supposed defi- 
ciency of demand. The physiocratic fal- 
lacy is hard to down. There is no prob- 
lem of adapting consumption (and dis- 
tribution) to the requirements of pro- 
duction, i.e., of the productive process. 
The real problem, the inescapable prob- 
lem, the perennial problem, is how to 
adapt the productive process (kinds and 
qualities of output) to the “require- 
ments” of consumption (and distribu- 
tion, i.e., of consumptive “demands” as 
molded by the pattern of distribution). 
Production limits consumption, always 
and everywhere. No more can a society, 
unless it is subsidized, than an individual, 
unless he is subsidized, indefinitely “live 
[i.e., consume] beyond its means |i.e., 
amount produced].” But consumption 
does not, in an economic sense,* limit 
production, physiocratic dogma and 
N.R.P.B. implications to the contrary 
notwithstanding.» 

The “income” of any society, whether 
it be democratic or totalitarian, whether 
it be “controlled” by the free choices of 
individuals or by the arbitrary decisions 
of certain custodians of authority (how- 
ever they may be selected), is limited by 
what it produces. And it is not only non- 
sense, it is positively misleading, to put 
the cart before the horse and talk as 
though what is produced, the output, 
were limited by the aggregate income. 
What a society “produces,” and there- 
fore the volume of its national income, 
is determined, however, quite as much 
by qualitative factors as by quantitative 


3* Of course, in a physiological sense, the produc- 
tivity of labor, the human factor in the process, is 
conditioned within limits by the rate and character 
of consumption. But this is certainly not the sense 
in which the Board refers to “production” as being 
“dependent on effective consumer demand.” 


3? See, in this connection, my articles on “(Com- 
mercial Banking and Capital Formation,” Journal 
of Political Economy, XX VII (1919), 578, 601. 
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factors. A “product” can never be meas- 
ured, in an economic sense, merely by 
weight and tale. The value problem can- 
not be side-stepped. Making skates for 
shipment to Brazil is not “producing.” 
It is the obtuse blindness to this simple, 
incontrovertible fact that vitiates most 
of the nostrums put forward by well- 
meaning followers of Sir Thomas More. 

Conceding it to be true that “there are 
no automatic devices in our [private 
enterprise] system that will insure the 
right proportion [judged by current de- 
mand] between various kinds of goods 
and services or [and therefore] guarantee 
full use of resources,” the retort cour- 
teous would be: “Neither are there any 
such automatic devices in your [the 
Board’s] proposed system.” Indeed, we 
would go further: the chances of mis- 
directed production being avoided are not 
enhanced by the assumption by govern- 
ment of the role of “underwriter of de- 
mand.” After all, “government” is no 
more than an abstraction. The actual 
decisions on what specific demands shall 
be underwritten and how much, what in- 
vestments shall be made and where, 
what subsidies shall be granted and to 
whom, would fall upon certain very con- 
crete, very human government officials. 
Does the N.R.P.B. imagine that these 
politically minded officials would be any 
less irresponsible in the exercise of this 
privilege than the bankers and corpo- 
ration directors whose privilege, in the 
main, it now is? It would be more charit- 
able to suggest that the illusion probably 
springs less from a sanguine faith in the 
political process than from a failure to 
consider the matter, in realistic terms, 
at all. 

In any event, there is no attempt to 
provide, or even to suggest, definite 
standards and suitable criteria for the 
guidance of those who, without the check 
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of financial penalties or the spur of finan- 
cial rewards, would be privileged, by 
virtue of their “underwriting” author- 
ity, to make the controlling decisions 
upon “the various kinds of goods and 
services” to be produced. Worse, the 
“costs” incurred by the provision in 
various forms of an artificial stimulus to 
demand, the relative burden of different 
patterns of demand-underwriting, and 
the implications of an indefinite, if not 
interminable, resort to “deficit finan- 
cing” are completely ignored. It is a 
curious but significant circumstance, in 
a report dealing with economic planning, 
that one can read more than half of the 
report (Board’s summary) before being 
invited even to consider cost factors as 
elements in the problem. One could easi- 
ly gain the impression that economic 
issues of the first magnitude, such as the 
choice of projects upon which to utilize 
the “national resources” of a country, 
could be settled advantageously simply 
by a review of “needs,” without stop- 
ping to take into account “costs.” On 
page 11, however, the Board urges that 
arrangements be made for the speedy 
liquidation of (peacetime nonessential) 
war contracts, so far “as is consistent 
with economic and social welfare .... 
in order to prevent unnecessary use of 
labor and material.” If the qualification 
is not allowed to obscure the main ob- 
jective, this is sound advice. 

In only one other passage is there rec- 
ognition of the fact that costs are lim- 
iting factors to be considered in “plan- 
ning” economic activities. On page 15, 
new river and harbor developments are 
advocated, subject to the proviso: 
“where justified by existing or prospec- 
tive traffic which can thus be handled 
more economically than by other means 
of transportation.” That this prudent 
qualification, manifestly as pertinent and 
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appropriate to every one of the numerous 
other projects catalogued by the Board, 
is applied uniquely to river and harbor 
developments may be traceable perhaps 
to the lingering odor of the pork barrel 
in this region. That, given the same gen- 
erative conditions, the same smell is 
likely—indeed, certain—to spread to 
other zones if in this fashion the eco- 
nomic map of the country is to be made 
over according to the heart’s (i.e., the 
Board’s) desire is a circumstance which 
might give pause to a less quixotic ad- 
venturer. 

But the Board is not deterred by such 
mundane considerations. With its feet 
firmly planted on the clouds, thus en- 
abling it to see whatever it does see up- 
side down (with respect to means—de- 
mand paramount and cost subordinate; 
with respect to ends—“production” pri- 
mary and utility secondary), it strides 
valiantly backward in quest of “‘securi- 
ty.” With all the fanfare of jousting, 
with none of the grim earnestness of 
fighting (no revolution, please), it levels 
its lance at the windmills of progress. 
Speculation, experimentation, risk-tak- 
ing, and adventure must be throttled. 
The rallying cry is to be, not “Every 
man at his station,” but “Every man to 
his status.” The goal is to be, not 
opportunites for creative self-expression 
and the exercise of responsible control, 
but assurance of “abundance.” 


ADDENDUM 


Lest there be left any ground, how- 
ever narrow, for an unwarranted impu- 
tation of either reactionary or radical 
bias being a factor in this appraisal of 
the Board’s program, it might be well to 
add that the flaws and fallacies which 
have been pointed out have nothing 
whatever to do with radicalism or con- 
servatism. They are concerned only with 
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realism and consistency. If, therefore, 
the criticisms advanced are allowed 
simply “to speak for themselves,” we 
have no misgivings that anyone will 
think he can detect therein the sound of 
Charlie McCarthy’s voice. 

But, against misconstruction, to leave 
no stone unturned, and for the sake of 
economic enlightenment, to be perfectly 
candid, if the Board were willing, or 
could be persuaded, to give up its futile 
tapping of the barren Keynes-Hansen 
rock and to seek elsewhere the hidden 
spring from which to quench humanity’s 
thirst—it might become, in truth, a 
modern Moses. To realize its aspiration, 
the first and foremost essential is an 
analysis of the shortcomings of the cur- 
rent system of business enterprise that 
will stand up to criticism, that will be 
logically defensible and pragmatically 
valid. In a nutshell, on the basis of that 
sort of analysis, it will be found that the 
problem for which governmental “plan- 
ning” is, indeed, requisite is not how to 
manage the productive process or to con- 
trol distribution, by manipulating “‘de- 
mand,” whether through fiscal, mone- 
tary, and credit policies or otherwise, but 
how to reorganize the units of produc- 
tive operations so as to restore them to 
the responsible control of those engaged 
therein. There is a difference. In the one 
direction lie economic freedom,** flexi- 
bility, and growth; in the other, econ- 
omic servitude, rigidity, and decay. 

Unlike the Board, we have no fear 
that, if and when the common man is 


33 The phrase has many meanings. Here it means 
not the pre-war freedom of false pretenses, the 
privilege of a favored few, crafty strategists (whether 
labor leaders or business tycoons), to defraud and 
and despoil the forgotten many; it means, rather, 
the post-war freedom of equal opportunity for which 
a host of proud and humble men on every continent 
have solemnly pledged their lives, their fortunes, 
and their sacred honor. 
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afforded a reasonable opportunity to look 
after his own interests, he will be unable 
to do so. That means a new constitu- 
tion for the business corporation.** And 


34 It means, also, more specifically, that, instead 
of removing the planning function still further from 
the production and consumption functions (as ad- 
vocated by the self-styled “planners’’), a separation 
which has already been carried to excessive lengths 
with consequences for all but the blind to see, 
planning would be integrated with the actual per- 
formance of productive and consumptive operations. 
Thus the planning (which is a distinctive attribute 
of all economic activity) would proceed from the 
bottom up, instead of from the top down—as the 
“planners” would have it. That if decisions (choices) 
are tempered by a sense of immediate and direct 
responsibility there is a likelihood that they will be 
prudent and salutary, celeris paribus, is almost a 


the only conceivable way in which that 
can be accomplished is through federal 
incorporation of the units of association 
in the productive process. Not otherwise 
can the democratic government of in- 
dustry be realized, the freedom, spon- 
taneity, and opportunity for experimen- 
tation which are the hallmarks of a 
dynamic economy be restored, and at 
the same time a reasonably full utiliza- 
tion of resources be assured. 


New York UNIVERSITY 


truism. It amounts, indeed, to saying that if we 
plan well, we shall do well, whereas if we plan in- 
differently (without a sober sense of responsibility), 
things are not likely to turn out well. 
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THE NEGRO AUTOMOBILE WORKER’ 


LLOYD H. BAILER’ 


automobile manufacturing and now 

a main artery of wartime production, 
witnessed one of the most serious race 
riots in the nation’s history. But even 
before the riot many of the industry’s 
employers both in Detroit and in sub- 
sidiary automobile centers had come to 
consider tension between white and 
Negro workers as one of the greatest 
single threats not only to peaceful in- 
dustrial relations but also to the demands 
of continuous production.’ Indeed, since 
1941, racial tension has been manifested 
in a series of strikes by white employees 
at the plants of such concerns as Packard, 
Hudson, Chrysler, and Timken-Detroit 
Axle. In view of the fact that the Negro 
wage-earner has been an integral part 
of the industry’s labor force for over a 
quarter of a century, the question 
naturally arises as to why he has become 
a new focal point of industrial strife. 
The present article seeks to throw light 
on this question. In doing so, however, 
it is necessary to describe in some detail 
the industrial status of the Negro auto- 
mobile worker during the period preced- 
ing the conversion of the industry to 
war production. 


I’ JUNE, 1943, Detroit, the center of 


* The writer wishes to acknowledge his indebted- 
ness to Professor Abram L. Harris, Howard Uni- 
versity, who read the manuscript and offered several 
valuable suggestions. 


*In addition to being a member of the Depart- 
ment of Economics at Howard University, the 
author is serving as a labor economist in the War 
Production Board. The views he expresses are his 
personal opinions. 


3 See, e.g., Irom Age, CLI (1943), 86. 


I, NEGRO LABOR ENTERS 
THE INDUSTRY 


In 1910 there were 105,758 gainful‘ 
workers in the automobile industry. 
Of these only 569—1ess than 1 per cent— 
were Negroes. Negro workers first en- 
tered the industry in significant numbers 
during and immediately following World 
War I. Induced by the accelerated war 
and post-war demand for labor, their 
entrance coincided with the influx of 
southern workers, generally, to Detroit, 
Pontiac, Lansing, Flint, Saginaw, Toledo, 
and South Bend—the centers of auto- 
mobile production. Although the num- 
ber of Negroes increased significantly, 
it still was a relatively small fraction of 
the total number of southern migrants 
who found employment in the industry. 
And the fact that from the beginning of 
the industry’s major expansion Negroes 
were greatly outnumbered by southern 
whites was to exert an important bearing 
on the relation of Negro workers to the 
industry and to the automobile unions. 

Although actual employment natu- 
rally fluctuated widely from year to year, 
the number of workers—white and Negro 
—normally attached to the industry was 
stabilized by 1930 and remained fairly 
constant until wartime conversion was 
completed. Thus, of the 640,474 gainful 
automobile workers in 1930, 25,895— 
roughly 4 per cent—were Negroes. Ten 
years later Negroes accounted for 23,015 
—again approximately 4 per cent—of 


4“Gainful” is used by the Bureau of the Census 
to indicate actual employment plus those out of 
work but normally employed. 
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the 617,132 gainful workers in the in- 
dustry. The labor force in 1940 was 
predominantly male. White females 
comprised just under 1o per cent of all 
white workers. But Negro females num- 
bered only 264, or slightly over 1 per 
cent of the male Negro gainful workers.‘ 


II. THE DISTRIBUTION OF 
NEGRO WORKERS 


At first blush it would appear that the 
employment of Negroes should occasion 
TABLE 1* 


TEN LARGEST EMPLOYERS OF NEGRO AUTO- 
MOBILE LABOR—PRECONVERSION PERIOD 








WaGe-EaRNEBS 











COMPANY 
Per 
All Negro | Cent 
Negro 
Ford Motor Co.ft........... QO, 000/11 ,000)12. 22 
General Motors Corp.t. . 100,000] 2,500} 2.50 
Chrysler Corp.f.. ail 50,000] 2,000] 4.00 


Bri Manufacturing Corp. t| 14,000] 1,300} 9.29 
Midland Steel Products Co.. 
Bohn Aluminum and Brass 


4,100} 1, 250/30. 49 


2,798 668) 23.87 
16,000} 600) 3.75 
3,050) 365!11.97 
7,000; 359] 5.00 
12,200 225| 1.84 


Corp 
Packard Motor Car Co...... 
Kelsey-Hayes Corp...... 
Murray Corp. of America... 
Hudson Motor Car Co...... 














* Source: Company personnel departments and Labor Divi- 
sion, Office of Production Management. 

t Michigan establishments only. 

t Michigan and Indiana automobile plants only. 


no grave problem, since they are of small 
numerical importance. But Negro auto- 
mobile workers have been highly con- 
centrated geographically, plant-wise, and 
by departments and occupations. This 
concentration has made them, at least 
in the short run, an indispensable part 
of the labor force. Moreover, it has es- 


5U.S. Decennial Census. These figures include 
both those workers actually employed at the time of 
enumeration and those unemployed but normally 
attached to the industry. Thus the 1940 figures 
represent actual employment plus “experienced 
persons seeking work.” Previous censuses made no 
such breakdown. 


tablished a particular pattern of racial 
employment—a pattern that assumed 
crucial importance when the industry 
converted to war production. 

With respect to geographic distribu- 
tion, Negro workers have been unduly 
concentrated in Michigan, and more 
particularly in the Detroit area. In 1940 
Michigan accounted for 60 per cent of 
the white workers as compared with 83 
per cent of the Negro labor force. 
Probably 70 per cent of all Negroes in 
the industry were employed in the 
Detroit metropolitan area alone. On the 
other hand, only 34 of the 19,152 auto- 
mobile workers in Wisconsin (which 
ranks fifth in the industry from the 
standpoint of employment) were Ne- 
groes. Three factors appear to explain 
this geographical concentration: (1) the 
rate of industrial expansion, and thus the 
labor shortage, was higher in Michigan 
than elsewhere; (2) the occupations in 
which Negroes have been used are to a 
large extent confined to that state; and 
(3) the attitudes toward Negro em- 
ployment in automobile plants have been 
more unfavorable in other sections of the 
country. Of these three factors, the first 
two are of most importance. 

The bulk of the Negro labor force has 
been employed by a few firms in the in- 
dustry and, in the case of the “Big 
Three” (Ford, General Motors, and 
Chrysler), in a few plants of the parent- 
concern. Table 1 presents normal em- 
ployment data for the period 1937-4! 
for the ten largest employers of Negro 
workers. The most striking feature of 
these data is that Ford employed more 
than four times as many Negroes as 
any other concern, though it normally 
ranked third in the production of finished 
vehicles and second in volume of em- 
ployment. In fact, nearly half of all 
Negroes in the industry were employed 


by this concern. On the other hand, the , 
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proportion of Negroes to total employ- 
ment was higher at Midland Steel and 
Bohn, largely because these concerns are 
engaged primarily in foundry operations. 

The concentration of Negroes in par- 
ticular plants of the major companies 
was even more striking. Fully 99 per 
cent of all Ford Negro employees were 
found in the Rouge plant in Dearborn 
in 1937. The bulk of the General Motors 
Negro employees worked in Buick plant 
7o in Flint (there are several Buick 
plants in that city), the Pontiac foundry 
in Pontiac (where there are five major 
Pontiac plants), and in two of the several 
Chevrolet plants—Chevrolet Forge, 
Spring, and Bumper in Detroit and 
Chevrolet Grey-Iron Foundry in Sag- 
inaw. The majority of Chrysler’s Negro 
employees worked at the main Dodge 
plant in Hamtramck (a Detroit suburb), 
site of the chief Chrysler foundry.° 

The concentration of Negroes in par- 
ticular plants and departments resulted 
primarily from the types of occupations 
in which these workers were used. 
Negroes were largely confined to the 
most undesirable jobs in the industry. 
Most of them were unskilled. A small 
minority performed semiskilled and even 
skilled operations, but the latter were 
almost invariably hot, noisy, dirty, 
dusty, hazardous, or required exceptional 
physical exertion. This pattern has been 
only slightly altered since the beginning 
of war production. 

The most recent industry-wide occu- 
pational tabulation is provided by the 
1930 census.? These data show clearly 
that Negroes were concentrated at the 
bottom of the occupational ladder. 
Nearly three-fourths of them were found 
in unskilled capacities as against one- 


__ * Derived from data obtained from the companies 
in question. 

? Occupational data by industry for 1940 were 
not available at the time of this writing. 


fourth of the whites. Approximately one- 
half of the white employees but only one- 
eighth of the Negroes were white-collar 
or skilled workers. Were Ford employ- 
ment eliminated from these figures, the 
Negro’s concentration in the lower occu- 
pational classifications would have ap- 
peared much greater, for his occupational 
distribution in that concern (where nearly 
half of the Negro automobile workers 
were found) has been much broader than 
in the rest of the industry. 

These statistics do not tell the whole 
story, however, for jobs within the 
same classification as to skill vary 
greatly in their desirability. Outside of 
the coreroom nearly all foundry jobs 
are unpleasant, yet a substantial portion 
of them are semiskilled and skilled. 
The same holds true for the heat-treat 
and sanding and paint operations. Yet 
most of the semiskilled and skilled 
Negro workers were found in such de- 
partments, where they were confined to 
the most hazardous or otherwise unde- 
sirable occupations—such jobs, for ex- 
ample, as shear-operator, heater, spray- 
man, chipper, rough-snag-grinder, and 
sand-blaster. Likewise, Negro unskilled 
workers filled the more undesirable jobs 
in that broad occupational category. In 
brief, Negroes were not only concen- 
trated in occupations requiring less skill 
but were also attached to the worst 
jobs within each occupational classifica- 
tion. The sole exception to this general 
characterization was the Ford Rouge 
plant—though here, as described below, 
the difference was largely one of degree. 

The pre-war position of Negroes in 
Chrysler plants may be taken as typical 
of those plants where Negroes were used 
in substantial numbers. In March, 1940, 
51 per cent of the approximately two 
thousand Negro employees of Chrysler 
were classed as unskilled (producticn 
helpers, janitors, common laborers, etc.) ; 
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30 per cent as foundry workers; 5 percent foremen and straw bosses supervised ma 
as paint-department employees (chiefly all-Negro crews. fat 
sanders and sprayers); and 14 per cent In all Ford establishments save the mi 
were classified in “miscellaneous occu- River Rouge plant in Dearborn the occu- wh 
pations.”*® All of these employees were pational status of Negro wage-earners pla 
found in the Chrysler Michigan plants, was similar to that prevailing in the anc 
no Negro workers being employed in the industry generally. In the Rouge plant, for 
company’s Indiana and California es- however, their distribution by occv- nec 
tablishments. In fact, most of the rela- pation was much broader. Table 2 pre- esti 
tively few Negro automobile workers sents a tabulation of Ford Rouge hourly- gla 
found in all assembly and parts plants rate employees by race, major division, 
eve 
TABLE 2* Ma 
DISTRIBUTION OF NEGRO EMPLOYEES IN THE FORD ROUGE PLANT, OCTOBER, 1937 me! 
3 pla: 
PRODUCTION NONPRODUCTION Toray to 
call 
Devemes Per Per Per mol 
All Negro Cent All Negro Cent All Negro | Cent f 
Negro Negro Negro 0 ; 
whi 
ar ia hve baa.6 0:64 8,980 | 4,199 | 46.76 | 3,274 460 | 14.05 | 12,254 | 4,659 | 38.02 alsc 
Foundry machine shop....| 3,524 609 | 17.28 428 7| 1.64] 3,952 616 | 15.59 
Motor building.......... 11,723 580 | 4.95 | 2,854 174 | 6.10] 14,577 7541 5-17 eve’ 
“B”’ building. . . . .. au:c::| 59671 | 243] 4.29 | 3,707] 321 | 8.45] 9,468 |  564| 5.96 I 
Spring and upset building.| 3,842 500 | 13.01 | 1,642 74| 4.51 | 5,484 574 | 10.47 
Pressed steel building..... 4,754 375 | 7-89 | 2,292 180 | 7.85 | 7,046 555 | 7-88 wag 
Rolling mill and open 
ae 5,510 889 | 16.13 | 2,683 293 | 10.92 | 8,193 | 1,182 | 14.43 con: 
EE es ee Srey Serer 5,131 51} 0.99] 5,131 51 | 0.99 pati 
SR RESIS RTCA: crane: 3,515 232 | 6.60] 3,515 232 | 6.60 tit 
See Se Saree eee” Pay SEL freee 14,476 638 | 4.4! su ) 
wor 
Totalf........++..+. 44,004 | 7,395 | 16.81 |25,616 | 1,792 | 6.99 | 84,096 | 9,825 | 11.68 worl 
* Source: Ford Rouge pay-roll department. i pe 
t As the ratio of uction to nonproduction jobs in the ‘‘miscellaneous’’ category is unknown, the corresponding ratio for total In t 
figures may be slightly in error. po rt 
located outside the Michigan-Ohio-In- production, and nonproduction, as of per 
diana region were janitors, porters, October, 1937. It will be noted that the perc 
material handlers, and other unskilled relatively new tool and die and airplane- emp 
employees. motor buildings are not included. Each 62.6 
The number of Negroes in super- of the divisions shown here contained 4 chip; 
visory positions (exclusive of the Ford related group of operations. The foundry "a 
Rouge plant) was negligible. Only six and foundry machine shop divisions are indu 
Negro foremen were found in nineteen. self-explanatory. Operations conducted grea 
motor-vehicle and twenty-one body and _ in the other divisions were as follows: those 
parts companies surveyed in the spring of motor building—manufacture and as- of tl 
1940.° The number of straw bosses was sembly of various motor parts and final the | 
somewhat larger. In every case Negro automobile motor assembly; “B” build- st 
. =e pi t 
§ Derived from data supplied by the Chrysler ing : manufacture and assembly of Produ 
Corp. bodies and various chassis parts and wa 
» Field investigation and correspondence. final assembly; spring and upset—sundry § parm 
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machining operations; pressed steel— 
fabrication of steel stampings; rolling 
mill and open hearth—two buildings 
which comprise the Rouge iron and steel 
plant; construction—various building 
and furnace construction operations per- 
formed throughout the plant; miscella- 
neous—remaining sections of the Rouge 
establishment, among them being the 
glass plant.*° 

It is seen that Negroes were used in 
every major department in the plant. 
Moreover, since the Rouge establish- 
ment was the most nearly self-contained 
plant in the industry, this is tantamount 
to stating that they performed practi- 
cally every operation related to auto- 
mobile manufacturing. An examination 
of more detailed occupational data, 
which cannot be presented here, would 
also show that Negroes were engaged in 
every occupation in the plant. 

It was nevertheless true that Negro 
wage-earners were disproportionately 
concentrated in the less desirable occu- 
pations and divisions. Thus they con- 
stituted nearly half of the production 
workers and over one-third of all 
workers in the foundry, but less than 
1 per cent of the tool and die makers. 
In the most disagreeable jobs the pro- 
portion of Negro workers was over 50 
per cent, as exemplified by the following 
percentages on Negro proportion of total 
employment: shakeout, 56.97; molding, 
62.62; reels, 55.97; melting, 51.86; and 
chipping, 51.06." 

Thus, at Ford’s, as in the rest of the 
industry, Negroes were employed in 
greatest numbers in those jobs and in 
those sections where the general nature 
of the work was least desirable. Yet 
the Rouge plant was the only instance 

** For a more complete description of the Rouge 


plant organization see Hartley W. Barclay, Ford 
Production Methods (New York, 1936). 


** Data obtained from Ford Rouge pay-roll de- 
partment. 
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in the industry in which Negro workers 
were used in every occupation. In addi- 
tion, the number of Negro foremen in 
the plant, though small in relation to 
the volume of Negro employment, ex- 
ceeded the total for the rest of the in- 
dustry. The relatively superior occu- 
pational status, as well as aggregate 
employment, traditionally enjoyed by 
Negroes at Rouge helps to explain their 
strikebreaking role during the April, 
1941, strike and the difficulty experi- 
enced by the automobile unions in organ- 
izing Negro workers. 


Ill, THE NEGRO-WHITE WAGE 
DIFFERENTIAL 


In two or three plants race differentials 
for the same work existed, wherein for 
pay-roll purposes Negro employees were 
given classifications lower than war- 
ranted by the job actually performed.” 
But such instances have been disappear- 
ing. The Negro-white income differen- 
tial has not been as large as might be 
surmised from a study of the Negro’s 
occupational status. With few excep- 
tions, the industry’s policy has been 
“equal pay for equal work.” 

No race breakdown of hourly wages 
in the industry has ever been made, 
but data on annual earnings by race for 
1939 are available. In that year the 
average annual income of white and 
Negro employees (including - salaried 
workers) amounted to $1,291 and $1,092, 
respectively. This race differential ($209) 
was smaller than in any other manu- 
facturing activity except the leather 
industry. Moreover, Negro automobile 
workers’ average annual earnings ex- 
ceeded the 1939 average income for all 
workers in all manufacturing industries 

2 Glen E. Carlson, ‘“‘The Negro in the Industries 
of Detroit” (Ann Arbor: University of Michigan 
unpublished doctoral diss., 1929), p. 139; inter- 
views, Negro workers and U.A.W.-C.L.O. officials, 
Detroit, February 24, 1940. 
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($975), exceeded the average for all 
white manufacturing employees ($1,002), 
and were nearly twice the corresponding 
figure for all Negro manufacturing em- 
ployees.*? The race differential for wage- 
earners was in reality less than $209, 
since the inclusion of salaried employees 
(among whom almost no Negroes were 
found) overstated the income of white 
wage-earners. It appears from field in- 
vestigation that the race differential in 
average hourly rates has always been 
greater than in the case of annual earn- 
ings, principally because Negroes have 
been more heavily represented in main- 
tenance work (such as janitorial duties) 
and in continuous operations such as 
milling, rolling, and blast-furnace oper- 
ation—primarily at the Ford Rouge 
plant, where employment is steadier 
during the year. 

The comparatively small race differ- 
ential in income has been due to several 
factors. Negro workers have been un- 
duly concentrated in Michigan, where 
wages are higher than elsewhere in the 
industry, and in the large concerns, which 
pay wages above the industry average 
even within Michigan. Moreover, as in 
most high-wage industries, there has 
been a high concentration of hourly 
earnings about the average in automo- 
bile manufacturing, and this is only 
slightly less true of annual earnings. 
Likewise, minimum rates have consist- 
ently been comparatively high.™4 Final- 
ly, the most disagreeable jobs (and hence 
those in which Negroes were found in 
greatest numbers) frequently pay wages 

3 U.S. Bureau of Old-Age and Survivors Insur- 
ance, Employment and Wages of Covered Workers, 
1939 (1941), pp. 51, 55, 59. Earnings in excess of 
$3,000 per year in the service of a particular em- 
ployer are excluded from these figures. These data 
are based upon a 20 per cent sample. 

“Wage Structure of the Motor-Vehicle In- 
dustry, Part I,” Monthly Labor Review, LIV (Feb- 
ruary, 1942), 295-96, 301; “Part II,” ibid., LIV 
(March, 1942), 740-41, 749. 


above the plant average. Examples are 
iron-melting, iron-pouring, and the 
knockout (a foundry operation). 


IV. PERSONNEL POLICIES 


While the industry’s general policy 
has been to use Negroes only in the 
poorest jobs, there have been notable 
deviations from this policy. The de- 
viations exist as between regions, among 
firms in the same region, and even 
among particular plants of the same con- 
cern in the same region. In the Detroit 
area, for example, during 1940 Negroes 
were used at one Chevrolet plant in 
occupations from which they were barred 
in another Chevrolet establishment one 
block distant. Briggs (a body manu- 
facturer) has been a large employer of 
Negro labor, yet the Fisher Body plants 
of General Motors have been well known 
for their “‘lily-white’’ policy."® Other ex- 
amples of divergent Negro employment 
practices could be given. In many in- 
stances mere accident accounted for the 
origin of these policies—for example, the 
employment in past of a personnel 
director unalterably opposed to the use 
of Negroes in any capacity. With the 
passage of time such a policy becomes 
established as traditional in the plant. 

Neither the complete refusal to em- 
ploy Negroes nor their confinement to 
the lower occupations has borne any 
relationship to a supposed difference 
in the efficiency of white and Negro 
workers. All of the industry’s major 
employers of Negro labor report that 
Negro employees have proved, in gen- 
eral, as capable as white workers. Some 
few have expressed doubt that the Negro 
could perform highly skilled operations 
satisfactorily, but at the Ford Rouge 
plant, the only establishment where 4 
significant number of skilled Negroes 

*s Field investigation, December, 1939, through 
March, 1940. 
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have been employed, officials profess to 
see no race difference in this respect." 
It may be noted, however, that prior to 
conversion highly skilled positions were 
not of great importance from the stand- 
point of the volume of employment, since 
over 25 per cent of the occupations in the 
pre-war industry required no experience 
and only 10 per cent demanded more 
than one year of training or experience.*’ 


V. THE PROBLEM OF UPGRADING 
NEGRO WORKERS 


White workers came to accept the 
employment of Negroes en bloc in certain 
sections of particular establishments, 
such as in the foundry, as more or less 
normal and not seriously in conflict with 
the traditional conception of the Negro’s 
place in industry. Upgrading within the 
area defined for Negro workers could 
hardly be considered a threat to the 
white man’s status. But the increased 
employment of Negroes during wartime 
and the necessity of advancing them to 
positions above this status in the occu- 
pational scale have tended to diffuse 
them within a few plants. This has 
disturbed the pattern of employment 
and has thus occasioned race friction. 

The tendency for race friction to de- 
velop upon the rise of Negroes to higher 
occupations was apparent long before 
the outbreak of the present war. As a 
tule, promotions for Negroes outside 
their traditional sphere of employment 
hardly existed. There were isolated in- 
stances in which Negro workers were 
upgraded to better jobs. But in most 
such cases white employees in the 
higher occupation or department dis- 
played such intense animosity that the 


"6 Field investigation and correspondence. 


"7 Estimates of the Automobile Manufacturers 
Association based upon a study of the U.S. Employ- 
ment Service, Job Specifications for the Automobile 
Manufacturing Industry (1935). 


Negro worker was either withdrawn or 
quit voluntarily. Tools mysteriously dis- 
appeared, a Negro was pushed into a 
machine, or other “accidents” occurred. 
In many plants the mere rumor that 
Negroes were to be upgraded was suffi- 
cient to create animosity. 

Of the distinguishable groups among 
workers in Michigan the southern white 
and the Polish appeared to exhibit the 
highest degree of race feeling. This situ- 
ation is at least partially explained by 
the fact that these two groups were both 
relatively recent entrants into the auto- 
mobile labor market, felt the least 
secure, and came into the most direct 
contact with Negroes in the competition 
for jobs. The following statement of a 
white Packard worker (who was also a 
minor official of the union local) typifies 
many reports of reaction to Negro up- 
grading before the war: 

About 40 per cent of the workers here are 
Polish. There are also a lot of southern whites. 
Both of them are very prejudiced. .... The 
rumor got out not long ago that Negroes were 
going to start working in the trim department— 
where I work. Most of the men there are 
southern whites. They said, “I’ll be goddamned 
if I’m going to work with a goddamn black 
nigger.’’* 


At about the same time a Packard 
official stated in an interview: 


White and colored get along all right in the 
foundry because the average white worker 
doesn’t want a foundry job anyway. White 
foundry workers are foreigners... . . Some- 
times we’ve been able to work a few colored 
into other departments... . . But you’ve got to 
do it gradually. .... The southern whites re- 
sent the colored fellows most. ... . We employ 
a large number of Poles here. The younger 
generation of Poles seems to hate the colored 
almost as much as the southern whites. The 
Poles got so fed up with being called ‘‘Polacks” 
when they first came to this country that now 
they’re trying to take it out on the Negroes.*? 


+8 Interview, Detroit, February 24, 1940. 
9 Interview, Detroit, March 7, 1940. 
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In contrast to the general reaction to 
Negro upgrading in the industry, it is 
interesting to note that race tension on 
this issue has never developed at the 
Ford Rouge plant. Since 1920 the Rouge 
management has followed a definite 
policy of employing Negroes in all capac- 
ities, and it has been well understood that 
demonstrations by white workers over 
Negro employment and upgrading would 
result in dismissal. Since no definite 
racial occupational pattern had been 
established, Negro upgrading did not 
challenge the status quo. 

The upgrading of Negroes became a 
crucial issue within the automobile 
unions soon after the organization of the 
industry. Negro workers were slow to 
participate in the automobile labor move- 
ment. This was due partly to their aware- 
ness of the latent antagonism of certain 
sections of white automobile labor but 
also to the fear that incurring manage- 
ment’s displeasure might produce a 
further deterioration in their already in- 
ferior occupational status. Perhaps most 
important was the Negro’s skepticism 
of trade-unions in general. The fact that 
some labor organizations excluded Ne- 
groes from membership, either officially 
or by tacit agreement, while still others 
confined them to membership in con- 
trolled auxiliaries,” made Negro auto- 
mobile workers reluctant to join the 
automobile unions. This was in spite 
of the fact that the United Automobile, 
Aircraft and Agricultural Implement 
Workers-C.I.0. (U.A.W.-C.L.O.) from 
the very beginning accepted Negroes 
equally with white workers.” 

2° See Herbert R. Northrup, “Organized Labor 


and Negro Workers,” Journal of Political Economy, 
Vol. LI, No. 3 (June, 1943). 


2 Unless otherwise noted, subsequent reference 
to automobile unions concerns the U.A.W.-C.IL.O., 
the dominant trade-union in the industry. The 
position of Negro workers in the United Automobile 
Workers-A.F.L. (U.A.W.-A.F.L.) is substantially 


The skepticism and sometimes hostil- 
ity of Negroes to unions accounted for 
their absence during the wave of sitdown 
strikes in 1936-37. Some Negroes co- 
operated with Ford adherents who 
attacked unionists during the so-called 
“Battle of the Overpass” at the Ford 
Rouge plant in May, 1937. They com- 
prised a majority of the workers who 
engaged in an abortive back-to-work 
movement at the Dodge main plant 
during the Chrysler strike in November, 
1939, and participated as strikebreakers 
during the Ford Rouge strike in April, 
1941. 

Yet largely due to the vigorous organ- 
izational drive of the U.A.W.-C.L0O., 
the membership and general union par- 
ticipation of Negro workers have steadily 
increased. A 1940 survey of 110 U.A.W.- 
C.1.0. locals, comprising approximately 
66 per cent of the total union member- 
ship, disclosed, for example, that 55.3 
per cent of the Negroes in the plants 
covered, as compared with 76.7 per cent 
of the white workers, held union mem- 
bership. At the present time Negro 
workers are probably as highly organized 
as white workers, since the Ford union- 
shop agreement of 1941 absorbed ap- 
proximately 50 per cent of the Negroes 
in the industry. It seems unlikely that 
the picture has changed substantially in 
the intervening two years. On the other 
hand, Negro membership in the U.A.W.- 
A.F.L. is still relatively smaller than 
among white workers. 

Negro participation in the affairs of 
the union locals has not been as great 
as membership figures would indicate, 
however. A substantial proportion of all 
automobile union members do not carry 
union participation beyond the stage of 
paying dues, and this seems more true 





the same. Negro membership in the independent 
automobile unions is virtually nonexistent. 
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of Negroes than of white automobile 
workers. Yet Negro workers have be- 
come increasingly integrated in the 
union movement in the face of continued 
discrimination by white workers in cer- 
tain union locals; and even in the strikes 
referred to above, in which some Negroes 
allied themselves with management, 
others were found co-operating with the 
union. 

Had organized labor been able to 
lower the barriers confronting the up- 
grading of Negro workers, a 100 percent 
Negro union participation would proba- 
bly have been assured. Many Negroes 
in the industry expected that the in- 
stitution of seniority clauses in collective 
agreements would automatically insure 
equal promotion opportunities. In fact, 
this expectation was largely responsible 
for the union’s moderate success with 
Negro employees during the early organ- 
izing period. But in the main these hopes 
did not materialize. Whereas layoffs and 
recall are administered primarily on the 
basis of straight seniority, promotions 
depend on both seniority and ability. 
Some contracts merely state that both 
criteria shall be considered, without in- 
dicating the relative importance of each. 
Others use the provision found in the 
1939 Chrysler (U.A.W.-C.1.0.) agree- 
ment, which declares that promotions 
“are based primarily upon merit and 
ability, but when all things are equal 
the employe having the greatest senior- 
ity will receive the preference.” 

Under this arrangement Negro workers 
were almost entirely overlooked in the 
upgrading process. Where Negroes were 
concerned the term “ability” was con- 
strued as acceptability to management 
and to white workers in the new occu- 
pation or department. Numerous cases 
of alleged discrimination were carried to 
the union, but union officials, conscious 
of management’s traditional Negro em- 


ployment policy and aware of the racial 
antagonism of many of their own mem- 
bers, usually side-stepped the issue. As 
a matter of fact, refusal to face squarely 
issues of racial discrimination has been 
more prevalent among officials of union 
locals than among the national leader- 
ship. Local officials are more directly de- 
pendent upon the political support of 
their members and have thus been more 
responsive to the racial feelings of the 
white membership. 

An aggressive position on the pro- 
motion question has been made even 
more difficult by the rise of racial 
bigotry and demagoguery in Michigan, 
particularly in the Detroit area, during 
the past ten years. The depression dur- 
ing the last decade affected Michigan 
automobile centers more severely than 
most urban communities, and the con- 
sequent intensified struggle for jobs pro- 
duced a fertile field for the sowing of dis- 
cord. As a result the Negro became a 
convenient scapegoat for such organiza- 
tions as the Ku Kiux Klan, the Black 
Legion, and other groups that began to 
flourish after 1931. For several years 
Detroit was even a hotbed of pro-Nazi 
activity. The presence of a substantial 
southern white element—and the Poles 
to only a slightly less extent—with its 
transplanted racial mores came into 
natural conflict with the growing Negro 
group that had left the South largely 
to escape the status to which it had been 
confined there.*3 This underlying friction 


22 See Thomas Sancton, “The Race Riots,” New 
Republic, LI (1943), 9-10. 

23 A March, 1943, analysis of the wage-record 
files of the Michigan Unemployment Compensation 
Commission disclosed that, of 292,000 workers who 
had originally obtained their social security numbers 
in other states, 101,000 (approximately 35 per cent) 
were from southern states. Of these, 60 per cent 
came from four states—Tennessee, Kentucky, Texas, 
and Arkansas. Most of these migrants are believed 
to have arrived since 1940, obtaining employment 
primarily in the Detroit area. These figures, of 
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thus contributed to the success of local 
subversive groups and produced a state 
of racial tension. In Detroit, where this 
tension was most acute, it was reflected 
in minor racial clashes in municipal 
schools, in public conveyances, and in 
Negro allegations of police brutality. 
Only a year before the June, 1943, out- 
break in Detroit there occurred a riot 
involving white opposition to Negro 
occupation of Sojourner Truth Homes, a 
federal housing project.*4 

It was not surprising that in this 
atmosphere the union found it difficult 
vigorously to enforce the upgrading of 
Negro workers. Yet in several plants 
Negro workers were able to advance in 
small numbers before the war period. 
At Kelsey-Hayes, Murray, and Buick 
a fevy Negroes were upgraded before 
conversion. In the Ford Rouge plant 
where Negro employees had always 
shared in promotions (though to a less 
degree than whites), the upgrading of 
them continued after consummation of 
the U.A.W.-C.I.O. agreement in June, 
1941. But outside of the Rouge plant 
promotions were rare. Most of the ad- 
vance was probably due to union sup- 
port, but the gains were far less than 
would have occurred had equal pro- 
motion opportunities been granted. 


VI. CONVERSION TO WAR PRODUCTION 


The cessation of civilian automobile 
output and conversion to war production 
placed Negro workers in an extremely 
critical situation. The sudden shift to 
the manufacture of war goods involved a 
larger proportion of skilled operations, 
such as machining and skilled assembly, 
and a somewhat smaller proportion of 
certain types of “rough” work char- 





course, do not include thousands of recent migrants 
who had no previous jobs or were formerly in non- 
covered occupations. 


*4 New York Times, March 1-3, 1942. 


acteristic of most foundry operations. 
This required considerable transfer and 
upgrading, particularly in the case of the 
Negro workers who were most heavily 
represented in departments whose rela- 
tive importance had diminished. 

The Negro’s share in the job transfers 
and upgrading arising out of the con- 
version of existing plants and the open- 
ing of new establishments (such as the 
Chrysler Tank Arsenal) that took place 
during 1941 was extremely small. At the 
close of that year, for example, only 170 
of the 5,000 employees in the Chrysler 
tank plant were Negroes and all were 
janitors.*> The Briggs management of 
the new airframe subassembly plant 
placed a few Negro workers in unskilled 
positions. But it refused to employ them 
in skilled and semiskilled occupations 
and admitted them to the company’s 
training school only after strong pro- 
tests were made by Negro citizens and 
the union local. The first Negro gradu- 
ates of the training school were placed 
in jobs below their skill.** Similar situ- 
ations prevailed throughout the industry. 
Yet there were some notable exceptions. 
At the new Ford Rouge airplane-motor 
plant Negroes were employed in all 
capacities—skilled, semiskilled, and un- 
skilled. Also at the Murray airframe 
subassembly plant a substantial number 
were placed in the better jobs.”’ 

The agreement of September 17, 1941, 
concluded by the Office of Production 
Management between the automobile 
manufacturers and the unions provided 
for industry-wide seniority on transfers 
and gave priority on war-production jobs 
to workers already in the industry.” 

*s Data supplied by Labor Division, Office of 
Production Management. 

26 Interviews, Detroit, July 10-18, 1941. 

27 Ibid. 

28 This agreement was amended on June 18, 1942+ 
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With the complete cessation of civilian 
vehicle production early in 1942 this 
agreement forced management to arrange 
for the orderly transfer of thousands of 
employees to war work. As already in- 
dicated, this compelled the transfer of 
large numbers of Negroes to totally 
different types of jobs and necessarily 
involved upgrading in numerous in- 
stances, particularly in view of the high 
seniority of many Negro workers. 

The policy described above was put 
into operation slowly and piecemeal as 
it concerned Negro workers. Because of 
this, Negro employees and organizations 
interested in Negro welfare became in- 
creasingly restive. Viewing the problem 
as serious, the U.A.W.—C.I.O. executive 
board, after an investigation, adopted 
late in September, 1941, a resolution 
which follows in part: “The sharp cur- 
tailment in automobile production fur- 
ther intensifies the problem regarding 
racial discrimination and if such dis- 
criminating acts are not stopped it will 
mean almost total unemployment of 
Negro union members.” The board es- 
tablished an interracial committee to 
investigate questions of employment dis- 
crimination and directed the union locals 
to take similar action.?® 

Meanwhile, small numbers of Negroes 
were being transferred or upgraded to 
semiskilled or skilled war-production 
jobs which previously had been held ex- 
clusively by white workers. This was 
stimulated by the insistence of Negroes, 
top union officials, and representatives 
of the federal government that Execu- 
tive Order 8802, promulgated June 25, 
1941, for the purpose of prohibiting em- 
ployment discrimination in government 
departments and war plants, should be 
observed.%° 


*? The committee was abolished in July, 1943. 


3° This order has been amended by Executive 
Order 9346, issued May 27, 1943. 


White employees finding themselves 
working with Negroes for the first time 
were frequently antagonistic. Consider- 
able opposition developed in Flint Gen- 
eral Motors plants over this issue, while 
in the Detroit area numerous strikes, 
some of them severe, occurred. Among 
these were two at Packard (November, 
1941, and June, 1943), four at Chrysler 
(February and June, 1942), two at Tim- 
ken-Detroit Axle (July, 1942), and one 
at Hudson Naval Ordnance (June, 1942). 
General outbursts of race feeling in 
automobile centers coincided with those 
occurring in the plants. The most violent 
was the Detroit race riot in June, 1943. 
Less severe outbursts occurred in Sagi- 
naw and other automobile centers. 

In each of these strikes over Negro 
employment and upgrading the U.A.W.- 
C.1.0. national leadership gave its offi- 
cial support to the Negro workers and 
co-operated with representatives of gov- 
ernment agencies in insisting upon the 
repression of discriminatory actions by 
many of the white workers. But in 
numerous instances the union local 
leadership, while disclaiming sympathy 
with white strikers, failed to show the 
aggressiveness exhibited by the national 
officers. 

In spite of the opposition of prejudiced 
elements among white labor, the transfer 
of regular Negro employees to war work 
was largely completed by the middle of 
1942. The hiring of new Negro workers 
has also progressed to such an extent 
that Negro employment in the industry 
is now substantially higher than the 
normal peacetime level. A U.A.W.- 
C.1L.0. survey conducted in April, 1943, 
covering 389 individual establishments 
(which included a few plants outside 
the industry) tabulated 676,275 workers, 
of whom 54,398 (8 per cent) were 
Negroes. The forty-one General Motors 
plants covered employed 7,156 Negroes 
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out of 146,617 workers. Negro employees 
comprised 4.9 per cent of the total and 
were found in thirty of the forty-one 
plants. Of eighteen Ford plants covered, 
with a total pay roll of 138,626 wage- 
earners, nine plants employed 17,656 
Negroes, 12.7 per cent of the total labor 
force. The study covered fifteen Chrysler 
plants employing 58,538 workers. Twelve 
of these establishments employed a total 
of 4,909 Negroes, 10.3 per cent of the 
entire labor force. An analysis of avail- 
able records shows, however, that the 
increase in Negro employment has been 
confined primarily to the traditionally 
large employers of Negro labor. Little 
progress has been made thus far in 
eliminating artificial hiring restrictions 
in those establishments that have never 
used Negro workers in any capacity.** 

The upgrading of Negro workers in 
accordance with their seniority and abil- 
ity, and the hiring of trained Negroes in 
occupations for which they are qualified, 
have not registered as much improve- 
ment as the volume of Negro employ- 
ment. The occupational distribution of 
Negro employees is unquestionably su- 
perior to the situation prevailing prior 
to the war, yet many Negroes are still 
working in positions which do not fully 
utilize their skill. 

The wider utilization of female workers 
has contributed to the increased racial 
tension in automobile plants. It was 
noted earlier that the industry em- 
ployed relatively few women during 
peacetime. Two problems have arisen 
with the rapid increase of female em- 
ployment. The Negro woman worker 
found the door to employment almost 
completely closed when the industry first 


3* Results of this survey made available by the 
U.A.W.-C.I.O. research department. 
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began to seek female labor.*? Even Ford 
was slow to hire Negro women. Though 
the Willow Run personnel office began 
employing white women in the spring 
of 1942 it was not until December, 1942, 
that Negro women were hired, and then 
only in small numbers.** A similar situ- 
ation prevailed at most of the other 
concerns. During the latter part of 1942 
Kelsey-Hayes, Murray, and Briggs em- 
ployed a few Negro women, but, on the 
whole, barriers to their employment have 
been far greater than those facing white 
females or even Negro males. 

The U.A.W.-C.I.O. survey referred 
to above disclosed that only 74 of 
280 individual establishments in 
the industry using female labor em- 
ployed Negro women, who accounted for 
3 per cent of the total female employ- 
ment. General Motors employed 407 
Negro women, 1.1 per cent of total female 
employment, and these women were 
found in only thirteen of the twenty- 
seven plants using female labor. Only 
seven of the fifteen Chrysler plants em- 
ploying female workers used Negro 
women, but they accounted for 104 
per cent of the total female labor force. 
The proportion of Negro women to total 
female employment in Ford establish- 
ments (five of the eight Ford plants 
using female labor employed Negro 
women) was 3.6 per cent. Approxi- 
mately two-thirds of these Negro women 
were employed at the Rouge plant.* 
While a substantial number of Negroes 
have been employed at the Willow Run 
bomber plant, such employment is still 
far more restricted that at the Rouge 
establishment, particularly in the case 
of Negro female labor. 

3? The few Negro women employed prior to the 
war were used almost exclusively as janitresses or 
in other menial capacities. 

33 Michigan Chronicle, December 12, 1942. 

4 U.A.W.-C.LO. research department. 











A growing number of Negro women are 
being used in production jobs, but the 
union survey revealed that a majority 
are still employed in such capacities as 
janitresses and matrons. A few have 
recently been used as government in- 
spectors. Although total Negro female 
employment has been rising, artificial 
hiring restrictions continue to prevent 
full use of the available supply of Negro 
females. In spite of the acute labor 
shortage in the Detroit area the United 
States Employment Service estimated 
that in June, 1943, there were 28,000 
Negro women currently available for 
war work, the largest neglected source 
of labor already resident in the area.* 
Stated a Michigan U.S.E.S. release of 
April 9, 1943, on labor-market devel- 
opments in the Detroit area: “Although 
employers [the majority of whom are 
automobile concerns] do not show dis- 
crimination against non-whites [in job 
orders] it is still difficult to place them in 
jobs other than those at unskilled levels. 
This is particularly true of non-white 
women.” Yet the utilization of Negro 
women has gone further in the Detroit 
area than in other automobile centers. 

The second problem accompanying the 
introduction of female labor concerns 
the relations of white women workers to 
Negro men. The increased employment 
of male Negro workers in the more de- 
sirable positions and the rise in white 
female employment have brought the 
two groups into contact. Resentment 
among white workers, male and female, 
over white women working in close 
proximity to Negro males has become a 
potent factor in creating race tension 
in the workshop.** 


35 Statement of War Manpower Commission area 
director for Detroit. 

3 This was one of the major grievances advanced 
by white workers, especially by white women, during 
the Packard strike in June, 1943. 
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VII. CONCLUSION 


It is apparent that the answer to the 
question posed in the introduction to this 
paper lies in the fact that the exigencies 
of war production produced an acceler- 
ated change in the Negro’s traditional 
position in the automobile industry. 
Rather than a portent of a deterioration 
in this already inferior status, racial 
strife in specific plants and in automobile 
manufacturing communities generally 
is to a large degree the result of the feel- 
ing that the superior status of the white 
worker is challenged by Negroes. But in 
the eyes of white automobile labor this 
challenge has not been confined to in- 
dustry. The Negro’s historically inferior 
economic status has been linked with a 
subordinate civic and social position. 
And white workers have tended to look 
upon Negro progress away from this 
subordinate position as a bid for social 
equality. The factor of social status has 
been as responsible for racial outbreaks 
in automobile plants as the issue of 
economic or material advancement. 

This view has been reinforced by a 
change in the Negro’s position in the 
community as a whole. The change has 
been most noticeable in the Detroit area, 
where most of the plants employing 
Negro labor are located. Thus, Detroit 
has received the bulk of the recent Negro 
migration to automobile centers, and 
Negroes already in the community have 
manifested the most marked improve- 
ment in economic status. Negro auto- 
mobile workers and the Negro business 
and professional class whose economic 
position has improved correspondingly 
have moved in large numbers to middle- 
class white neighborhoods, while their 
former living quarters have been occupied 
by incoming Negro job-seekers. With 
more money to spend, Negroes who 
seldom left the slum areas for amuse- 
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ment have been patronizing downtown 
theaters and restaurants. They have 
been driving better cars, are better 
dressed. A more aggressive attitude has 
become evident among most Negroes in 
the community. 

Large sections of the white com- 
munity have viewed these developments 
with misgivings. There has thus arisen 
a rather widespread aemand for Negro 
segregation—in the plant and in the 
community. White Packard strikers re- 
peatedly disclaimed any opposition to 
Negro upgrading but urged the segrega- 
tion of Negroes in particular depart- 
ments.37 According to one observer, shop 
stewards in several Chrysler plants have 
made the same demand.** Such an ar- 
rangement could only result in a per- 
_manently inferior industrial position for 
Negro automobile workers. Similar pro- 
posals have been made by white groups 
with respect to housing and establish- 
ments catering to the general public. 

Dismal as the situation appears from 
the foregoing analysis, the problem of 
integrating Negroes into industry, while 
admittedly difficult, need not necessarily 
involve group conflict and work stop- 
pages. If trade-union leadership could 
inculcate in white and Negro workers a 
spirit of fair play and if at the same time 
management and the union could be in- 
duced to work together in eradicating the 
sources of friction, the problem would 
lose much of its gravity. Recent ex- 
perience in the Briggs plants justifies this 
statement. 

Historically, Negro employees at Briggs 
were largely confined to the paint de- 
partment (where they worked as sanders 
and sprayers) and to unskilled occupa- 
tions, such as janitor work, trucking, and 


37 See Detroit Free Press, June 4, 1943- 
38 Interview, Washington, D.C., July 13, 1943. 
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material handling. In 1942, however, 
the company revamped its employ- 
ment policy with a view to integrat- 
ing male and female Negro workers 
throughout its operations. Foremen and 
other supervisors were instructed in the 
management’s nondiscrimination policy 
and are held accountable for violations 
within their jurisdiction. Moreover, man- 
agement and the union local leadership 
work in close co-operation. The union 
local educates its membership in the 
necessity for practicing real democracy, 
and shop stewards are directed to see that 
the policy is carried out in the shop. 
Several weeks before a Negro worker is 
introduced into an all-white department 
the employees there are notified. Any 
prospective friction is settled before the 
Negro is brought in. Likewise, Negro 
applicants are carefully but impartially 
selected by means of performance tests 
and interviews (one of the personnel 
officials is a Negro, though he is not 
confined to handling Negro applicants). 
Upon graduating from the company 
training school Negroes are properly 
impressed with the importance of their 
trail-blazing work in the plant. 

This carefully designed program has 
yielded dividends, for in recent months 
several hundred Negroes have been hired 
into semiskilled and skilled positions in 
the company’s plants without race fric- 
tion.*° This performance is particularly 
outstanding because of the rigid racial- 
occupational pattern that had prevailed 
at Briggs for over twenty years. A few 
other plants have turned in similar— 
though less notable—performances. No 
insuperable barriers appear to prevent 
the rest of the industry from following in 
this path. 


Howarp UNIVERSITY 


39 See New York Times, April 11, 1943. 





ECONOMIC FACTORS INFLUENCING THE DEVELOPMENT 
AND INTRODUCTION OF THE FLUORESCENT LAMP" 


ARTHUR A. BRIGHT, JR., AND W. RUPERT MACLAURIN 


I. INTRODUCTION 


LTHOUGH economists have long been 
interested in technological change, 
there has been very little in- 

vestigation of the factors influencing the 
rate of technological progress in particu- 
lar industries. This paper presents an 
analysis of the economic factors in the 
electric lamp industry? that influenced 
the early technical development and the 
commercial introduction of the fluores- 
cent lamp.’ This new product‘ is appro- 
priate for study because it is one of the 


‘The study upon which this paper has been 
based is the first in a series of investigations being 
undertaken by members of the economics depart- 
ment of the Massachusetts Institute of Technology 
on “The Economics of Technological Change.” 
These studies are being financed by a grant from the 
Rockefeller Foundation. 

Two of the major problems about which the 
M.LT. group is concerned are: (1) to determine the 
principal economic factors responsible for the rate of 
technological progress in various types of industries; 
(2) to determine the conditions in industry which are 
most conducive to steady technological progress 
with a minimum of frictional unemployment. 


*Although many individuals and companies in 
the lighting industry have furnished valuable as- 
sistance in the collection of statistical data and his- 
torical background for this study, publication of this 
paper in no way implies approval by any one of them 
of the views or conclusions expressed herein. 


3 Fluorescent lighting devices are of two major 
types—the hot-cathode lamp and cold-cathode tub- 
ing. This paper deals primarily with the former, 
which has been the principal development in this 
country. Cold-cathode tubing is discussed briefly in 
Section IV. 

‘Under the general heading of ‘Technological 
Change” a broad distinction can be made between 
changes in processes for making existing products 
and changes resulting in new or improved products. 
The present paper considers primarily the develop- 
ment of a new product. 


more significant innovations of the past 
ten years and because the lamp industry 
provides an interesting case of modified 
competition, based on extensive cross- 
licensing agreements under a highly de- 
veloped patent structure. Brief discus- 
sions of the general background of the 
industry and of the significance of the 
fluorescent lamp and its technical his- 
tory will precede an analysis of the 
economic factors which were important in 
its development and introduction. 


II. ORGANIZATION OF THE LARGE- 
INCANDESCENT-LAMP INDUSTRY®S 


The American electric-lamp industry° 
is of the general type classified by Clark 
as “modified competition,” falling within 
the subgroup characterized by standard 
products and few producers.’ The tech- 


5 It should be borne in mind that the emphasis in 
this study is on Low the system of modified competi- 
tion in the electric-lamp industry works with respect 
to technological change rather than on why this par- 
ticular form of industrial organization arose. The 
latter question could profitably be a subject for sep- 
arate study. See Arthur R. Burns, The Decline of 
Competition (New York, 1936), esp. chap. i, “Com- 
petition in Transition.” 

6 The appellation “lamp industry” is restricted 
to the group of manufacturers who assemble electric 
lamps out of various parts, either made by them- 
selves or purchased from other concerns. The broad- 
er term “lighting industry,” as defined in the trade, 
includes other groups intimately connected with the 
lamp industry: manufacturers of lamp-making ma- 
chinery, suppliers of wire, glass, and other parts, 
lighting-equipment manufacturers, illuminating en- 
gineers and electrical contractors, and the electric 
light and power companies, as well as the lamp man- 
ufacturers. 

73. M. Clark, “Toward a Concept of Workable 
Competition,” American Economic Review, XXX, 
No. 2 (June, 1940), 245. 
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nical nature of the industry and its pat- 
ent structure and cross-licensing agree- 
ments make the entrance of new firms 
difficult but not impossible. The largest 
firm exercises price leadership and the 
others follow. Many other industries 
may be characterized in the same 
manner. 
I. PRODUCTS MANUFACTURED 
Manufacturers in the lamp industry 


make a great variety of electric lamps. 
Incandescent lamps with tungsten fila- 
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2. DOMESTIC PRODUCERS 


There were about twenty-five con- 
cerns manufacturing large incandescent 
lamps in the United States in 1937, most 
of them located in the Northeast. Table 
2 shows the relative volume of sales of 
these companies in supplying the domestic 
market. Two American companies, the 
General Electric Company and the West- 
inghouse Electric and Manufacturing 
Company, were predominant in the in- 
dustry, producing between them approxi- 


TABLE 1* 
PRODUCTION OF ELECTRIC LAMPS IN THE UNITED STATES, 1937 








Product 


No. of Lamps 


Total Value Unit Value 





Incandescent-filament lamps: 
Large tungsten 
Miniature tu 
Motor-vehicle 


Christmas-tree, flashlight, and 


500,534,548 
176,356,972 


$59,140,140 
8,822,490 


5,961,389 
379,598 





Total incandescent 
Other lamps (vapor and photoflash, 
photoflood, and miscellaneous)... . 


$74,303,617 
3,587,798 





Total, all types 





$77,801,415 











*Source: Bureau of the Census, U.S. Department of Commerce, Umited States Census of Manufac- 


tures (1937). 


ments comprise most of the output, but 
there are other kinds adapted for par- 
ticular applications. Table 1 presents 
production data for the United States in 
the year 1937, just before the introduc- 
tion of the fluorescent la:ap. Fluores- 
cent lamps, competing most directly 
with large tungsten-filament lamps for 
general illumination, were developed and 
are made by manufacturers of the large 
tungsten lamps.* 

§ The organization of manufacturers of miniature 
incandescent lamps is very similar to that of manu- 
facturers of the large lamps. Licensee and independ- 
ent groups are composed of different firms, but con- 


ditions tend to be much the same. In general, con- 
clusions concerning the large-lamp group are appli- 


mately 78 per cent of the large lamps 
sold in this country. Reference here will 
be solely to their lamp-making activities 
unless otherwise indicated. Three other 
smaller firms, each holding an identical 
type of license from General Electric, 
added another 8 per cent in 1937. The 
remainder of the American market was 
supplied by about twenty so-called “in- 
dependent” manufacturers and by im- 
ports. The independents are called by 
that name because they do not operate 
under license from General Electric, as 


cable to the manufacture of miniature lamps. A sim- 
ilar situation also exists in the “vapor and other 
lamps” category. 





INTRODUCTION OF THE 


do all other firms in the domestic in- 
dustry. 

The organization of the large-incan- 
descent-lamp industry is of long stand- 
ing. The predominance of General Elec- 
tric in this field started with the founding 
of the company and has continued to the 
present. During most of this time close 
relationships have been maintained be- 
tween General Electric and Westing- 
house. The other concerns have been 
primarily small independents or licensees 
operating under small quotas. Anti-trust 
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from a few small firms supplying 2 per 
cent of industry sales in 1929 to pre-war 
peaks of about twenty firms in 1937 and 
14 per cent of the industry in 1941. The 
total market share of the licensees has 
remained relatively steady over the 
years, but their number has decreased 
considerably, primarily as a result of 
consolidations. 


3. LICENSE STRUCTURE OF THE INDUSTRY 


The organization of the large-incan- 
descent-lamp industry in 1937 was de- 


TABLE 2 


APPROXIMATE SHARES OF UNITE 


D STATES MARKET FOR LARGE 


TUNGSTEN-FILAMENT LAMPS, 1937 








Larg 
Supplier 


sten-Filament 
Lamps Sold 
(Per Cent) 


e Tung- 
License Classification 





General Elec. Co. 

Westinghouse Elec. & Manuf. Co.. 
Sylvania Elec. Prod. Inc 
Consolidated Elec. Lamp Co 
Ken-Rad Tube and Lamp Corp... 
All other domestic firms (about 20 


5 
I 


; Licensor 
; A-type licensee 


B-type licensees 


Unlicensed domestic firms 
Unlicensed foreign firms 





I 





8. 
4. 
0°. 








prosecutions in 1911 and 1926, in the 
first of which General Electric entered a 
consent decree and the second of which 
it successfully defended, have not sig- 
nificantly altered the over-all situation.® 

Even though the general situation in 
the domestic production of large tung- 
sten-filament lamps has remained very 
nearly the same, many minor changes 
have occurred. The number and market 
share of the unlicensed firms rose steadily 

* Additional anti-trust proceedings were insti- 
tuted against leading members of the lamp and light- 
ing industries in 1941 and 1942. The license system 
and quota arrangements of General Electric were 


particularly under attack. Because of the war, the 
Prosecution of these cases has been postponed. 


pendent in large part upon a license 
system based on the ownership or control 
by General Electric of hundreds of 
patents relating to electric lamps, lamp 
parts, and lamp-making machinery. 
Westinghouse is the sole holder of an 
A license covering the manufacture of 
electric lamps of any sort, including 
fluorescent and other vapor lamps. Syl- 
vania Electric Products Inc.,’° the Con- 
solidated Electric Lamp Company, and 
the Ken-Rad Tube and Lamp Corpodra- 
tion hold B licenses covering the pro- 
duction of large incandescent lamps only. 

*° The company name was changed to Sylvania 


Electric Products Inc., from Hygrade Sylvania Cor- 
poration on August 12, 1942. 
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Some of the most important provisions 
of the two types of licenses are compared 
in Table 3. Westinghouse is given a 
much larger quota than the B licensees, 
pays a lower royalty rate, and is favored 
in many other, but not all, respects. 
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international incandescent-lamp indus- 
try. General Electric has had agree. 
ments with major producers in other 
countries, including Japan, under which 
they have granted each other exclusive 
licenses under their lamp patents for 


TABLE 3* 


PRINCIPAL PROVISIONS OF A AND B LICENSES GRANTED BY GENERAL ELECTRIC 
FOR THE MANUFACTURE OF LARGE INCANDESCENT LAMPS 








Topic 


Provision for A Licensee 
(Westinghouse) 


Provision for B Licensees 
(Sylvania, Consolidated, 
and Ken-Rad) 





. Types of lamps included in license 
etc. 
. Sales quota (as ‘eee of net} 34.12% 


sales of licensur 


. Determination of prices, terms, 
and conditions of sale 

. Royalty rate on quota 

. Royalty rate on sales in excess of 
quota 


. Permission to export 


. Use of special trade name Granted 

. Access to technical improvements 
made by licensor in fields covered 
by license 

. Duration of royalty-free license 
to licensor on patents of licensee 
in fields of principal license 

. Term of principal license 


All 4 (incandescent, vapor, 


Must follow licensor 


1% 

30% (deficiency from previous 

of quota may be 
added toquotain figuring excess) 

Granted for export to countries 
to which licensor itself may ex- 
port under the terms of its in- 
ternational agreements 


year up to 3% 


Complete information 


Duration of principal license only, 
if principal license canceled 


Jan. 1, 1927, till expiration 
date of patents issued or ap- 
plied for to that date 


Incandescent only 


Sylvania—o.124% 
Consolidated—3. 
Ken-Rad—1.7584% 
Self-determined 


3% 


3% (based on prices of licensor) 

20% (on that portion of the ex- 
cess which is greater than 5% 
of the quota) 

Not granted 


Not granted 
Partial information 


Life of patent 


Varying dates in or about 1934 to 
Dec. 31, 1944 (unless extended) 


. Termination by licensor 


. Termination by licensee 


If licensee wilfully violates terms, 
upon sixty days’ written notice 
On two years’ written notice (only 


If licensee wilfully violates terms, 
upon thirty days’ written notice 
On six months’ written notice 





after Jan., 1935) 








*Source: United States Tariff C i d 





pp. 111-35. 


t Electric Lamps (2d ser.; Report 133 [Washington, D.C., 1939), 


This percentage appears in the license agreement as 25.4421 per cent of the combined net domestic sales of Genera! Electric 


and Westinghouse. 


The unlicensed manufacturers operate 
either under their own design patents 
or without patent protection. The ex- 
piration around 1930 of important pat- 
ents on incandescent lamps held by 
General Electric aided the expansion of 
the independents during the decade of 
the thirties. 

Licensing is also important in the 


their respective home territories. As 4 
result of these agreements, they have 
not sold lamps in each other’s domestic 
markets." Sales competition from for- 
eign countries came primarily from un- 
licensed firms in Japan. 


*t United States Tariff Commission, Incandescent 
Electric Lamps (2d ser.; Report 133 [Washington, 
D.C., 1939]), PP. 59-60. 
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4. OTHER RELATIONSHIPS IN 
THE INDUSTRY 

The major sources of supply for lamp 
parts and machinery before the intro- 
duction of the fluorescent lamp in 1938 
are shown in Table 4. This table suggests 
that General Electric, and to a lesser 
extent the Westinghouse Company, have 
had an advantage in supplying their 
own needs, while the B licensees have 
been quite dependent on General Elec- 
tric. The self-sufficiency of General Elec- 
tric has been an advantage particularly 
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quality of parts and equipment avail- 
able. 

Another competitive advantage en- 
joyed by General Electric and Westing- 
house has been their relationship with 
lighting-fixture suppliers, which is im- 
portant because of the influence of fixture 
design and construction upon lamp per- 
formance. A number of the most im- 
portant of the hundreds of fixture manu- 
facturers located throughout the country 
in 1937 were organized into an associ- 
ation, established many years previously 


TABLE 4 


MAJOR SOURCES OF SUPPLY FOR LAMP PARTS AND MACHINERY 
IN THE UNITED STATES BEFORE 1938 








Major Sources of 


Supply fer Licensor 


A Licensee 


Unlicensed Domestic 


B Li 
om Manufacturers 





Self 
Self 


1. Glass parts 
Self 
Self 


Seer ere 
3. Wire and welds 
4. Argon and other gas 


5. Machinery and equipment. . 
Self 








Corning 


General Electric 
Outside supplier 
General Electric 


Corning 

Imports 

General Electric 
Imports 

Outside suppliers 
Self 


Corning 

General Electric 
General Electric 
General Electric 
Outside supplier 


General Electric 
Self 


Outside suppliers 


Outside suppliers 
Self 











in glass parts,” tungsten wire, and 
machinery and equipment. The un- 
licensed firms have had to turn primarily 
to suppliers outside the lamp industry 
for their requirements of parts and 
machinery, which in some cases has been 
a serious disadvantage because of the 


In 1937 the Corning Glass Works was, besides 
General Electric, the only manufacturer of bulbs and 
other glass parts for electric lamps in the United 
States. Corning and General Electric had a cross- 
licensing arrangement whereby Corning undertook 
to supply General Electric with a small part of its 
requirements and all other companies in the lamp 
industry with their entire needs, although the sales 
terms varied among the companies. General Elec- 
tric produced almost entirely for its own use in lamp 
assembly. Since 1937, Westinghouse has decided to 
manufacture its own glass, and Sylvania has seri- 
ously considered doing so also. 


with the co-operation and assistance of 
General Electric and Westinghouse. The 
association recommended lamps made 
by the large companies for use in fixtures 
sold by its members; and the lamp com- 
panies recommended the use of their 
lamps with fixtures certified according 
to the specifications of this association. 

General Electric and Westinghouse 
have kept in close contact with the utility 
companies, with which they have had 
dealings for fifty years or more in the 
turbine, generator, transformer, and other 
fields, as well as in lamps. The smaller 
concerns have not been of sufficient size 
to be able to establish and maintain im- 
portant relationships with these groups. 
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5. PRICE POLICIES 

Methods of pricing and selling electric 
lamps have formed an integral part of the 
organization of the large-incandescent- 
lamp industry. General Electric has been 
able to act as price leader for the in- 
dustry as a result of its size and position 
and because of its substantial profit 
margin. Under the terms of its license 
agreement, Westinghouse follows the 
prices and conditions of sale established 
by the licensor. Each of these companies 
appoints thousands of wholesale and re- 
tail outlets throughout the country as 
selling agents. The companies retain 
ownership of a large percentage of their 
lamps until the lamps are purchased by 
the final consumer, and they maintain 
retail prices at the announced list prices. 
The B licensees relinquish title to their 
lamps in distribution. They are not 
required to follow General Electric’s 
list prices, but find it advisable to do so— 
although they sometimes grant larger 
dealer discounts than the big companies. 
Competition also makes it necessary for 
the independents to adjust their price 
structures whenever General Electric 
announces a price reduction for lamps 
of the types they manufacture. The 
prices of the independents are typically a 
little lower than those of other firms in 
the industry, but their profit margins 
are narrow and they have not tended to 
initiate price reductions. 

The lamp-pricing policy of General 
Electric has been one of substantial re- 
duction over a period of time as costs 
have been reduced. Since 1921, twenty 
major reductions have been announced 
for large tungsten-filament lamps. On 
some items prices have been reduced by 
nearly go per cent of their 1921 figures, 
and almost all sizes can show reductions 
of as much as 75 per cent. Price re- 
ductions have been made on a secular 
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rather than a cyclical basis. No reduc- 
tions were made from 1929 to 1933. 

Despite these price reductions, the 
total volume of business has been grow- 
ing so steadily that lamp manufacturing 
has been very profitable not only for 
General Electric but also for the A and 
B licensees. 


Ill, SIGNIFICANCE OF THE INTRODUCTION 
OF THE FLUORESCENT LAMP 


The fluorescent lamp was simulta- 
neously announced in April, 1938, by the 
lamp departments of General Electric 
and Westinghouse. Sylvania announced 
a similar addition to its line later in the 
same year, and Consolidated brought out 
its fluorescent lamp in 1939. The only 
other concern making the standard 
fluorescent lamp in 1942 was an inde- 
pendent in the production of incandes- 
cent lamps. This firm, the Duro Test 
Corporation, switched to the standard 
type of fluorescent lamp from an earlier 
style of its own about 1941. In each case, 
with the possible exception of Sylvania, 
the new type of lamp was considered to 
be an addition to the standard incandes- 
cent line, not a replacement for it. 

After several years of experience in the 
use of fluorescent and remarkable im- 
provements in its performance, the light- 
ing industry as a whole is coming to 
realize that fluorescent may be not a 
minor addition to incandescent lighting 
but rather a substitute for a substantial 
part of it. Fluorescent has already 
affected many related industries and 
promises to have still greater repercus- 
sions in the future. 

The principles of operation of the two 
types of lighting are quite different. The 
incandescent lamp is simply a gas-filled 
glass bulb containing a tungsten filament 
through which an electric current is 
passed. The filament becomes white hot 
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and emits light. Only about 6.8 per cent 
of the electric energy input of a 40-watt 
incandescent lamp is converted into 
light, however, as compared with 18.5 
per cent for the 40-watt fluorescent 
lamp." The rest of the energy is given 
off as heat. Even the large 1,000-watt 
incandescent lamp converts only 12.1 
per cent of energy input into light. 

Fluorescent lamps operate on the 
principle that an electric discharge 
through mercury vapor at low pressure 
gives off ultra-violet light, which can be 
transformed into visible light by fluores- 
cent materials. The fluorescent lamp, 
therefore, consists of a glass tube lined 
with fluorescent powder, containing mer- 
cury vapor and argon gas, and having at 
either end a filamentary electrode. The 
discharge takes place between the elec- 
trodes. To start the discharge and main- 
tain a proper flow of current, certain 
auxiliary apparatus is necessary. 

The fluorescent lamp is inherently a 
much more efficient producer of light 
than the incandescent lamp. The 40- 
watt fluorescent lamp, which is the size 
most widely used, is rated at an average 
of 52 lumens per watt" in the white lamp 
after 100 hours of operation and lasts a 
rated average life of 2,500 hours. The 
40-watt inside-frosted incandescent lamp 
produces 11.7 lumens per watt and burns 
for an average of 1,000 hours. Other in- 
candescent lamps are more efficient, but 
even the large 1,500-watt lamp gives 
only 22.2 lumens per watt and lasts only 
1,000 hours. The efficiency of the 4o- 
watt fluorescent increased so per cent 
and its rated average life increased 663 

"3See Charles L. Amick, Fluorescent Lighting 
Manual (New York, 1942), pp. 13-15. 


Lumens per watt is the common measure of 
luminous efficiency, expressing the output of light in 
terms of energy input. A lumen is the amount of 
light given off through a unit solid angle (steradian) 
from a uniform point light source of one candle. 
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per cent from 1938 to 1942. Moreover, 
continued rapid improvements in fluores- 
cent are to be expected, while further 
advancements in incandescent will prob- 
ably be slow. Despite the fact that 
approximately 20 per cent additional 
wattage is consumed by the fluorescent 
auxiliary without producing any light, 
the efficiency advantages of fluorescent 
are apparent. Other advantages of fluo- 
rescent are its superior color quality, re- 
duction of glare, diffusion of light, and 
coolness. As yet, however, fluorescent 
cannot provide a beam of light and has 
other limiting characteristics which affect 
its suitability for all purposes. 

Fluorescent lamps are still consider- 
ably more expensive than incandescent 
lamps, being priced from six to fifteen 
times higher for lamps of the same wat- 
tage. Replacement costs do not com- 
pare as unfavorably with those for in- 
candescent lamps as the above figures 
would indicate, inasmuch as fluorescent 
lamps last two to four times as long and 
are much more efficient. Since electric 
current constitutes a very large part of 
any lighting bill, a fluorescent lighting 
system which is used more than about 
1,000 hours a year can for the same cost 
provide much more light than an in- 
candescent system, even considering the 
greater fixture and installation costs for 
fluorescent. 

The encroachment of fluorescent upon 
incandescent for industrial lighting has 
been increasing even during the war. 
Virtually all newly constructed plants 
make major use of fluorescent lighting. 
Installations of fluorescent have until 
now occurred mainly in industry, but 
commercial and residential applications 
will undoubtedly expand tremendously 
after the war. A fluorescent installation 
requires more lamps than an incandescent 
installation of equal total wattage be- 
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cause of the lower individual wattage of 
fluorescent lamps. A longer life tends to 
balance this feature in lamp replacement. 
During the early years most fluorescent 
lamp sales were for new installations, and 
even as late as 1942, when over 33 million 
fluorescent lamps were sold, almost one- 
half went into new installations. Only 
about 25 million additional large in- 
candescent lamps would have been re- 
quired in 1942 if the fluorescent lamp had 
not been developed. The introduction of 
fluorescent has been accompanied, there- 
fore, by a net increase in the total number 
of electric lamps sold." 


IV. HISTORY OF THE DEVELOPMENT AND 
INTRODUCTION OF THE FLUORESCENT 
LAMP IN THE UNITED STATES 


Although the modern standard fluores- 
cent lamp was not commercially intro- 
duced until 1938, the idea of making 
such a lamp was not of recent origin. In a 
paper published in 1859 and later in his 


book, La Lumiére, published in 1867, the 
French scientist, Alexandre Edmond 
Becquerel, described “low-pressure (1- 
2mm.) discharge tubes containing vari- 
ous luminescent solids in fragments or in 
powder form. He suggested the prepar- 
ation of tubes or bulbs in which a thin 
coating of such material was stuck to the 
inner surface of the glass.’”® 

The tubes described by Becquerel were 
not much different from the modern 
fluorescent lamp in principle. The early 
tube would not have been very satis- 
factory for illuminating purposes, how- 
ever, because of its low efficiency. Bec- 
querel did not know how to use fluores- 

*§ Despite the expansion of fluorescent sales from 
1938 to 1942, the market for large tungsten-filament 
lamps continued to increase. Sales, which were 352 
million lamps in 1929 and 500 million in 1937, rose 
to approximately 750 million in 1942. 


"6 André Claude, “Lighting by Luminescence,” 
Light and Lighting, June, 19390, p. 128. 
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cent materials to produce light with the 
amazing efficiencies at which they are 
capable of operating. It took almost 
eighty years for his fundamental idea to 
be developed into an efficient fluorescent 
lamp, operating on low voltages, which 
could be used for general illumination. 

A long series of workers in different 
countries made contributions which help- 
ed in the ultimate production of a fluores- 
cent lamp.*? Some tried to make such a 
lamp. Others had different ends in mind 
but made discoveries which were appli- 
cable to the fluorescent lamp as well as 
to other electrical devices. Europeans 
were particularly noteworthy in this 
long history of research and develop- 
ment. Scientists and engineers in France, 
England, Holland, Germany, and Bel- 
gium made considerable progress. Several 
scientists employed by the General 
Electric Company were among those in 
America who also did early work on the 
lamp or on problems pertaining to it. 

None of the early workers made a 
fluorescent lamp satisfactory for general 
application, but together they provided 
the fundamental knowledge whereby 
someone else could. By the end of the 
twenties, the idea of a fluorescent lamp 
was an old one, and all the component 
parts of the modern lamp were well 
known. It remained only for them to be 
perfected. This was no small task, but 
the final development of the lamp re- 
quired quantities of painstaking experi- 
mentation rather than flashes of in- 
ventive genius. 

It might have been expected that the 
fluorescent lamp would first be developed 
in Europe, where most of the early re- 
search in this field had taken place. 
Europe did have fluorescent lighting de- 


*7 For a development of this thesis see A. P. 
Usher, A History of Mechanical Inventions (New 
York, 1929), esp. pp. 19-22. 
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vices by the mid-twenties, but they were 
not satisfactory for low-voltage general 
illumination. Cold-cathode fluorescent 
tubing of the neon type had an early 
start in Europe,** and soon after 1930 
fluorescent powders were used in con- 


18 Cold-cathode fluorescent tubing consists of 
long lengths of gas-filled glass tubing, coated inter- 
nally with fluorescent powders, containing cold elec- 
trodes at either end. High voltages are required in 
operation, but other than the transformer no auxil- 
iary devices are necessary. The general principles of 
light generation are the same as for hot-cathode 
fluorescent lamps. The tubes have extremely long 
lives and are quite efficient. They have some distinct 
advantages over the hot-cathode type of fluorescent 
lighting and have some distinct disadvantages to it. 
They are much more restricted in generality of ap- 
plication. 

This type of lighting is potentially an important 
one, as it is suitable for many industrial and com- 
mercial installations. It was commercially developed 
long before the hot-cathode lamp. Early technical 
development to a commercial stage took place in 
France and other countries of western Europe. It 
sprang from the same body of scientific background 
as hot-cathode fluorescent and actually provided the 
inspiration for the fluorescent lamp. 

America borrowed the product from Europe with 
little change. It was used mostly for advertising 
lighting. In Europe, application expanded to the 
field of illumination. In the United States, it con- 
tinued to be restricted to the advertising field. It is 
only now beginning to make an impression on the in- 
door-lighting market in this country. In 1938 it was 
not a factor. The circumstances of its original limi- 
tation to only one of its two major fields of applica- 
tion in the United States are worthy of careful study. 
The details of the situation differ from those in the 
hot-cathode lamp development, but there seem to 
have been many basic factors in common. 

The recent stimulation to indoor lighting with 
cold-cathode fluorescent tubing came in 1941 with 
the organization of an association to foster it. The 
members of the association are independent neon 
and fluorescent tubing manufacturers not otherwise 
engaged in the manufacture of lamps. They saw 
their outlets in the sign business threatened by the 
war and engaged in vigorous promotion in the in- 
door-lighting field to try to maintain themselves. 
They have been effective in directing the attention 
of many of the sign companies into this newer field. 
General Electric and Sylvania also manufacture 
cold-cathode fluorescent tubing, but they are not 
connected with the association. They sell their tub- 
ing to the sign companies for the latter to use in 
either sign lighting or general illumination, rather 
than engaging in cold-cathode fluorescent lighting 
installations themselves. 
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nection with high-pressure mercury- 
vapor lamps for color correction. Sodium- 
vapor lamps also received a great deal of 
attention, as well as neon-type tubing 
and mercury lamps without the fluores- 
cent powders. In Europe line voltages 
are often as high as 250 volts as com- 
pared with the 110-20 volts most com- 
mon in this country. There had not been 
a great inducement, therefore, for the 
Europeans to work on a low-voltage 
fluorescent lamp such as was necessary 
for widespread use in this country. 
European efforts were directed into 
other channels, in many of which they 
led American developments. However, 
work continued on the general problem 
of fluorescent lighting, and by 1939 the 
Frenchman André Claude had developed 
a lamp similar to the American type. 
Similar lamps were also developed in 
other European countries. 

General Electric did not set to work 
seriously on the task of developing a 
fluorescent lamp for the American mar- 
ket until 1935. Before that time a few of 
its scientists had experimented within 
the field, but no real effort had been 
made to develop a practical fluorescent 
lamp. In 1933, the manager of develop- 
ment and engineering for the lamp de- 
partment of General Electric had seen 
fluorescent coatings in neon-type tubing 
in Paris. Upon his return to America he 
discussed with his physicists and en- 
gineers the possibility of incorporating 
the fluorescent principle into a lamp. 
The direction of the European devel- 
opment did not seem promising, for long 
lengths of tubing which would have to 
be specially designed for each installa- 
tion did not fit well into the line of a 
company specializing in mass production 
and mass distribution of standard lamps. 
A uniform, easily replaceable lamp suit- 
able for low-voltage operation was re- 
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quired. No immediate action resulted 
from this discussion, but the conception 
of a low-voltage fluorescent lamp grew in 
the minds of some of these engineers. 
Then in 1935 a consultant of General 
Electric sent a letter to the same man- 
ager. The consultant had been impressed 
by improvements in the efficiency of 
cold-cathode fluorescent tubing in Eng- 
land, and wrote that fluorescent lighting 
was the lighting of the future. This may 
have provided the fina! stimulus neces- 
sary, for shortly thereafter an engineer 
was assigned to the problem. 

Results were achieved rapidly. Within 
six weeks a lamp had been developed 
which showed improvements in effi- 
ciency. As the success of these experi- 
ments grew, more and more men were put 
to work on the various aspects of a 
fluorescent lighting system. A great deal 
had to be done before the lamp and its 
auxiliaries were ready for the public. 
Three years went by before it appeared 
on the market. 

Although most American scientists 
who early explored problems relating to 
fluorescent lighting were workers of 
General Electric, this was not the only 
concern interested in the commercial de- 
velopment of a new lighting technique." 
Westinghouse, as the A licensee of Gen- 
eral Electric, was aware of the new activi- 
ties and collaborated in the development 
of the fluorescent lamp and certain of its 


19 The General Electric Vapor Lamp Company, a 
subsidiary of the parent General Electric Company, 
specialized in the vapor field and developed a vari- 
ety of vapor lamps for restricted application. After 
1935, when the lamp departments of the two large 
companies had set to work on the development of a 
fluorescent lamp, this subsidiary concern incorporat- 
ed the principle of fluorescence in one of its mercury- 
vapor lamps. The lamp was announced in 1939. Al- 
though many industrial installations using this “rec- 
tified fluorescent” are currently in use, the standard 
lamp seems largely to have won out over it. The 
subsidiary company has since been absorbed into 
the parent company’s lamp department and all effort 
is now concentrated upon the standard fluorescent. 
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auxiliary devices. The background of 
Westinghouse in the technology of the 
mercury-vapor lamp was of assistance, 
as this lamp has certain similarities to 
the fluorescent lamp. General Electric, 
however, was primarily responsible for 
the final design of the lamp which the 
two companies announced in April of 
1938. 

Sylvania, restive under quota re- 
strictions, had long been seeking a way 
to “grow up” in the lamp industry. It 
had bought up as many other B licensees 
as it could, but had not been able to ex- 
pand beyond 5 per cent of the total 
market. In 1931 it had made certain 
cathode-ray experiments which had led 
to studies of fluorescence. In the course 
of this work, Sylvania developed the 
method of coating glass with fluorescent 
powders which is used in the present 
fluorescent lamp. Intermittently for a 
few years its engineers did a little with 
the idea of a fluorescent lamp, making 
their first real lamp in 1934. Since this 
experimental lamp did not appear to be 
commercially promising at that time, 
further developmental efforts were spo- 
radic until 1938. Then, as work by 
General Electric and Westinghouse pro- 
ceeded, Sylvania spurred its own efforts. 
Its activities were limited by its re- 
sources, but some progress was made. 
In fact, it succeeded in obtaining control 
of enough patents so that it felt able 
to refuse to take a B license for the 
manufacture of fluorescent under the 
patents of General Electric.”? A General 
Electric license in fluorescent would have 
meant continuing under a small quota. 
Sylvania, therefore, operates on its own, 
without quota limitations in fluorescent. 
However, because of its smaller size and 
the need for product standardization, 


*° This resulted in a General Electric patent-in- 
fringement suit and a countersuit by Sylvania. 
These suits have not yet been decided. 











Sylvania adapted the characteristics of 
its lamps to those of the larger manu- 
facturers. 

No other lamp companies in this 
country were very important in the de- 
velopment of the fluorescent lamp. Con- 
solidated manufactures the lamp, but has 
contributed nothing to its technology. 
Its B license for incandescent was ex- 
tended by General Electric to fluores- 
cent, and it modeled its lamp after that 
of General Electric. Ken-Rad does not 
make fluorescent lamps at all, although 
it distributes some made by Sylvania 
etched with its own trademark. A few 
small independents tried ideas of their 
own, but they either did not succeed 
technically or have not been commer- 
cially important. Duro Test brought out 
a fluorescent lamp of its own design 
about 1938, but around 1941 switched 
to the type which is now standard, after 
it had become apparent that the latter 
was superior and was gaining a large 
market. A few other small concerns 
have attempted to produce the standard 
fluorescent, but were so handicapped by 
wartime difficulties that efforts have been 
suspended. 

The timing of the introduction of 
fluorescent in 1938 is attributable di- 
rectly to the New York and San Fran- 
cisco World’s Fairs. Lighting engineers 
of the fairs insisted on fluorescent, once 
they knew it was on the way. The large 
companies had to bring it out then, 
although they did not feel that it was 
adequately perfected. Other concerns fol- 
lowed suit as soon as they could. The 
position in the business cycle was not a 
conscious factor in the decision of any of 
them to promote the new lamp. 

General Electric and Westinghouse 
had intended to introduce the fluorescent 
lamp gradually over a period of years as 
they felt that conditions warranted, in- 
asmuch as future technical developments 
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might have made early freezing of speci- 
fications undesirable; but they found 
that gradual introduction was impos- 
sible. As soon as the lamp and adequate 
fixtures were available, the public de- 
manded fluorescent and bought it as fast 
as it could be made. Fluorescent was 
bought, rather than sold, for a consider- 
able time after its introduction. More- 
over, Sylvania was not willing to follow 
the larger companies in distribution as it 
had been willing to do in product design. 
It pushed its own lamp hard. That it was 
relatively more active commercially than 
General Electric and Westinghouse dur- 
ing the early period is indicated by the 
manner in which its average share of the . 
domestic market increased from 5.5 per 
cent for incandescent to approximately 
20 per cent for fluorescent. 

Despite the increased share of Syl- 
vania in the fluorescent lamp field, 
General Electric and its licensees control 
almost the same percentage of the fluo- 
rescent output as they do of large in- 
candescent lamps. General Electric pro- 
duces an average of about 57 per cent of 
the national total and Westinghouse 
about 20 per cent. Consolidated, the 
only B licensee in fluorescent, adds 
approximately 3 per cent, making a total 
for the General Electric bloc of roughly 
80 per cent. Sylvania produces all the 
rest, except for a small quantity made 
by Duro Test. 

Since 1940, the fluorescent lamp has 
moved ahead rapidly. Annual sales have 
constantly surpassed advance estimates, 
and the trend of the industry has been 
strongly upward. Promotion by the 
two large manufacturers has become 


*t Total fluorescent lamp sales for the country 
have taken the following approximate course: 


Year No.of Lamps Retail Value 
SS iasnaacals 200,000 § 390,000 
EE 1,600,000 3,000,000 
Sia cbececcotes 7,100,000 12,300,000 
Sccccecccecese 21,000,000 28 , 200,000 

benvesconeses J 1900, 000 
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more vigorous as technical improve- 
ments established more firmly the ad- 
vantages of fluorescent lighting. Their 
promotion has also been stepped up to 
meet the threat of Sylvania. It seems 
likely that this competition has served 
to reduce fluorescent lamp prices more 
rapidly than would otherwise have been 
the case. Seven major reductions in five 
years left list prices in 1942 only about 
one-third as high as they had been in 1938. 


V. FACTORS AFFECTING THE DEVELOP- 
MENT AND INTRODUCTION OF THE 
FLUORESCENT LAMP 


The actual achievements of research 
and engineering in an industry depend 
upon two major factors—the abilities of 
the individual firms to pursue these 
activities and the incentives they have 
to obtain results. The fluorescent lamp 
and most other important product ad- 
vancements in the lamp industry have 
been entirely laboratory developments. 
They would not have occurred in the 
absence of research and product engineer- 
ing. In an analysis of factors affecting 
the development and introduction of the 
fluorescent lamp, it therefore seems de- 
sirable to consider the ability of each 
firm in the lamp industry for carrying on 
research and development engineering 
and to study the incentives of each for 
directing its efforts into new product 
development. 


I. ABILITIES AND INCENTIVES OF MEMBERS 
OF THE AMERICAN LAMP INDUSTRY TO 
DEVELOP NEW PRODUCTS 

a) The licensor—The lamp industry 
is a “class industry,” with four distinct 
classes. There is but one member of the 
“élite” class, the lamp department of 
General Electric. Unquestionably the 
leader in the lamp industry, it is by far 
the best able to carry on research and 
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development, spending annually a very 
large amount of money on this work. 
Moreover, even during depression years, 
these expenditures are maintained at a 
high level. 

The lamp department of General 
Electric operates almost as a separate 
company, although it is an integral part 
of the parent company. It is large in 
its own right, and the parent company 
has tremendous additional resources. 
As profits by both the lamp department 
and the parent company are substantial, 
sufficient funds are always available for 
research and development. It is not 
necessary that these expenditures be 
profitable immediately. In fact, even a 
high percentage of complete failures can 
be financially tolerated. The lamp de- 
partment of General Electric is also 
wealthy in trained scientific and en- 
gineering personnel. As the leader in the 
lamp industry, it attracts capable men 
and provides them with sizable research 
budgets. 

General Electric has incentives for 
carrying on technical research and de- 
velopment. To retain its position in the 
lamp industry, it must continually im- 
prove its products in style and quality. 
It must improve processes and methods 
of manufacture to achieve cost reduc- 
tions. It must bring out new products 
from time to time to sustain its high 
reputation and to forestall such moves 
by competitors. These are all incentives 
which the leading firm in any industry 
has if it wishes to retain its position. 

Technological advancements, partic- 
ularly with respect to products, also 
provide indirect assistance to General 
Electric in maintaining industry su- 
premacy. Where it can take out patents 
on the ideas and inventions coming from 
its research, it maintains a continued 
basis for the licensing of other firms. 
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As long as the others are licensed, their 
lamp business cannot grow more rapidly 
than that of General Electric. Patents 
also provide protection against encroach- 
ing independents. If they imitate the 
leader’s product changes, they are apt 
to infringe its patents. If they do not, 
they suffer competitively. In either 
event, General Electric retains its ad- 
vantage. 

Another inducement for General Elec- 
tric to continue large research and devel- 
opment activities is their low real cost. 
A sizable amount of such expenditures 
is covered by royalty fees from the A and 
B licensees. In effect, the licensees are 
contributing to pooled research. They 
get the technical benefits and ability to 
maintain their positions in the industry, 
while General Electric obtains the basis 
for continued licensing and leadership of 
the industry as well as the technierl 
benefits. Furthermore, under existing tax 
rates, the real costs of research and de- 
velopment are less than the dollar outlay 
on them. 

It will be noted that the incentives of 
the lamp department of General Electric 
to produce technological advancements 
are primarily defensive. Superiority was 
obtained when the industry was in its 
infancy and has been maintained suc- 
cessfully ever since. This is a much easier 
task than rising in the face of some other 
concern’s domination. Leadership has 
been particularly easy for General Elec- 
tric, for it has not had keen technical 
competition in this field. 

b) The A licensee-—The second class 
in the lamp industry is considerably 
higher in the scale than the lower classes 
but is still definitely below the level of 
the “élite.” This class is also composed 
of but a single member, the lamp division 
of Westinghouse, General Electric’s A 
licensee. The ability of Westinghouse 
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to conduct research and development 
is also very great, but its annual budget 
for these activities is generally only 
about one-third that of General Electric. 
Such a ratio is natural, for the Westing- 
house lamp division is about one-third 
the size of General Electric’s lamp de- 
partment and does a correspondingly 
smaller volume of business. It has behind 
it the resources of the entire Westing- 
house organization, which is more than 
half as large as the parent General Elec- 
tric. Profits by Westinghouse and its 
lamp division have not been so great in 
percentages of sales as those of General 
Electric, but profits have nevertheless 
been regular, particularly in lamp-mak- 
ing. 

Besides financial resources, Westing- 
house has the other characteristics affect- 
ing ability for research and development 
which permit General Electric to carry 
on its program. As the second largest 
firm in the industry, Westinghouse is 
an attractive company to scientific and 
engineering personnel, and is able to pay 
for good men. Research and develop- 
ment have been established as integral 
parts of division operations. Moreover, 
because of the size and resources of 
Westinghouse, these activities are not 
required to pay for themselves im- 
mediately. 

Regardless of these favorable char- 
acteristics, Westinghouse seems to have 
been less than one-third as effective as 
General Electric in achieving significant 
product developments in lamps.” This 
may be explainable in terms of the some- 
what mixed incentives of Westinghouse 
to develop new products in the lighting 
field. Under the terms of the license 


* This should not be construed as any reflection 
on Westinghouse’s accomplishments in other fields 
such as heavy electrical equipment where its contri- 
bution has been very great. 
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agreement, there has been little com- 
petitive need for such activities. In the 
lamp business, Westinghouse is cush- 
ioned between General Electric and the 
rest of the industry, with its established 
share of the market relatively easy to 
attain. Much more effort would be re- 
quired to better its position by even a 
small amount. Since the discoveries and 
advancements of the lamp department 
of General Electric are made available 
to Westinghouse under the terms of the 
A license, there is little need for the 
latter to develop new products. It is per- 
mitted to market lamps of the latest and 
best type without having to originate 
them. Since its license covers vapor 
lamps of all types as well as incandescent 
lamps, it is limited to a maximum profit- 
able output.”? If a new product of West- 
inghouse should be a major one, General 
Electric would benefit three times as 
much as Westinghouse, for the latter 
must license General Electric under its 
patents, royalty free. Furthermore, 
Westinghouse has to pay General Electric 
a I per cent royalty of its net sales, re- 
gardless of what amount of these sales 
consists of products developed by itself, 
as long as these products use devices or 
principles covered by any of the licen- 
sor’s patents. Under such circumstances, 
the lamp division of Westinghouse is not 
spurred on to the greatest research and 
development efforts. 

To be sure, there are other factors 
which tend to encourage research and de- 
velopment. Westinghouse cannot afford 
to do nothing on lamps. It would suffer 


*3 Westinghouse is required to pay a penalty of 
30 per cent of that portion of its net sales in excess 
of its quota, although shortages in sales during the 
preceding year may be deducted in figuring the ex- 
cess. The quota is based upon net sales of all lamps 
covered by the license, regardless of whether they 
are distributed among the various types and sizes in 
the same manner as are the sales of General Electric. 
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within the trade and eventually with the 
public. To cut off such activities alto- 
gether would be to become completely 
dependent on General Electric. The pres- 
ent situation as a junior partner is diffi- 
cult enough for such a large organization 
to be contented with. Having a function- 
ing technical staff, the lamp division of 
Westinghouse is a constant potential 
threat to the superiority of General 
Electric in lamps. When and if the 
occasion arises, Westinghouse will be 
much better prepared to stand on its 
own feet than if it had no organized re- 
search and development departments 
working on lamps. By working along 
with General Electric and co-operating 
in its new developments, as well as by 
constantly working to improve old prod- 
ucts and processes, Westinghouse is at 
least able to protect its present industry 
position, although it cannot move ahead 
faster than the leader. 

c) The B licensees—The third class 
in the large-incandescent-lamp industry 
is composed of the B licensees. The three 
concerns, Sylvania, Consolidated, and 
Ken-Rad, typically divide about 9 per 
cent of the domestic large-lamp business 
into respective shares of approximately 
5-5 per cent, 2.5 per cent, and 1 per cent. 
They are smaller companies than Gen- 
eral Electric and Westinghouse, and a 
greater proportion of their activities is 
devoted to the production of large in- 
candescent lamps. Each has other lines, 
but in all cases the resources behind 
the lamp-making business are limited. In 
general, their sales are regular and 
profits good, but sales of lamps are 
limited by quotas. Funds are available 
for modest research and development 
activities, within the limits of their 
respective sizes. It is not absolutely 
necessary for all new developments to 
pay for themselves immediately. In the 
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case of Sylvania, an interval of several 
years may pass before a major venture 
need become profitable; and the others 
can afford a shorter waiting period. 
These B licensees have, therefore, the 
ability to conduct product-develop- 
ment activities in incandescent lamps 
and some research but are discouraged 
by the lack of incentive under the quota 
system. The terms of the B licenses are 
similar to the A license of Westinghouse, 
but are more severe. Quotas limit their 
potential output regardless of the im- 
provements that they make, and all 
patented improvements must be licensed 
to the licensor royalty-free. They get the 
same benefit from General Electric’s 


patented advancements and pay the 
same royalties regardless of their own 
activities. There is no competitive neces- 
sity for the B licensees to carry on any 
incandescent-lamp development them- 
selves. They can ride on the appellation 


“licensee of General Electric” as well as 
or better than on their own efforts. There 
is not even the same necessity for this 
sort of activity as that which confronts 
Westinghouse. Their established shares 
of the industry are easily attainable, 
for the availability of General Electric’s 
design and machinery improvements 
makes it possible for them to keep lamp 
quality up to high standards and to 
reduce their costs at the same time. 
Yet it is virtually impossible for the 
B licensees to hope to rival General 
Electric in the incandescent field. Their 
failure to do anything important in this 
field is quite understandable. 

With incandescent lamp sales limited 
by quota, the B licensees have been 
able to expand their lamp business only 
as fast as that of the licensor. Where 
they desired greater expansion, they 
had to turn elsewhere. Sylvania and 
Ken-Rad are active in radio-tube manu- 
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facture, and Consolidated makes a line 
of other products quite divorced from 
lamps. These activities provide them 
with a more flexible outlet for their 
natural expansionist ambitions and per- 
mit the exercise of a greater amount of 
creative activity in fields other than the 
making of lamps. 

The B incandescent licenses do not 
cover vapor lamps, however. Where the 
firm was not satisfied with the existing 
situation, vapor lamps offered a potential 
opportunity for expansion within the 
lamp business itself. To try to beat the 
lamp department of General Electric 
at its own game by developing and mer- 
chandising a new type of lamp requires 
a great deal of courage, however. The 
B licensees responded differently to 
this questionable opportunity, depend- 
ing upon their abilities and the attitudes 
of their executives. The two smaller 
concerns did not seriously consider such 
a course of action. Even Sylvania, best 
fitted for a break from General Electric 
leadership, took its steps only after con- 
siderable internal debate among the 
company executives. Its earliest research 
and development on fluorescent were not 
commercially fruitful. Not until General 
Electric became active in the field did 
Sylvania devote itself seriously to the 
new type of lamp. Since 1938 it has con- 
centrated its energies on fluorescent, 
constantly gaining in ability to compete. 
It has proved to be a serious competitor 
to the larger companies in fluorescent, 
goading them into more rapid action 
than they might otherwise have taken. 
Its most important contributions were 
commercial rather than technical during 
the early years of the lamp’s market his- 
tory, but as its engineers accumulated 
experience with fluorescent they have 
become able to make significant techni- 
cal contributions. The steps which Syl- 
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vania took were courageous, but it had 
a great deal to gain in “growing up.” 
The other B licensees had the same 
strategic opportunity but not the same 
ability and temerity. 

d) The unlicensed firms.—The fourth 
class of manufacturers of large incandes- 
cent lamps contained in 1937 about 
twenty unlicensed firms, the so-called 
independents. Until the war they con- 
stituted a growing segment of the Amer- 
ican lamp industry, but were far over- 
shadowed by General Electric and its 
licensees. Most of them limit their 
activities strictly to the manufacture of 
large incandescent lamps, but in a few 
instances they make also some necessary 
parts and equipment. Hampered by 
their small size and lack of funds, only 
a few of the largest of these independents 
are able to carry on any real product de- 
velopment, and none is in a position to 
conduct basic research. Small concerns 
with capital of a few hundred thousand 
dollars or less, they operate with narrow 
profit margins. None makes more than 
2 per cent of the total sales of large in- 
candescent lamps in this country. In 
general, they find it hard to grow in the 
industry, with limited acceptance for 
their products, difficulty in securing the 
best parts and equipment, and difficulty 
in obtaining funds. Having only one line 
of production, they lack the other activ- 
ities which the members of the General 
Electric bloc possess to fall back on in 
case of need. Company reserves are 
typically small so that any expensive 
development must pay for itsélf very 
quickly. Accordingly, they dare not em- 
bark on many risky ventures. 

Some engineering work has to be done 
by all these concerns, and in general 
each has a small engineering staff. Al- 
though the engineers are supposed to 
carry on production engineering, process 


engineering, and product development, 
in practice little time is spent on the last. 
The function of product development is 
recognized, but it is not given a real 
niche in the or~1nization of most of these 
concerns. Further, such small concerns 
canr..t afford the high-priced men which 
the more affluent companies in the 
other classes can hire and in many cases 
must be content with less highly trained 
or less capable engineers. 

Despite these limitations to product 
development, the independents have cer- 
tain incentives to make whatever tech- 
nological advancements they can. They 
are deprived of open access to develop- 
ments made by General Electric and its 
licensees and presumably depend mainly 
upon themselves for improvements. With 
respect to product design, however, the 
independents tend to follow whatever 
General Electric makes standard. The 
expiration of several basic patents has 
made this easier. Where other patents 
are still alive, the small companies have 
frequently attempt--' to redesign their 
lamps or equipment to avoid infringe- 
ment. Despite this precaution, they lay 
themselves open to infringement suits, 
but feel forced to take this chance rather 
than lose their sales. Many such suits 
have been brought by General Electric 
during the last ten years, but the inde- 
pendents have been quite successful in 
their defense. There is always the oppor- 
tunity of developing something new 
which will permit them to improve their 
positions in the industry and increase 
their profits. This is an ever present in- 
centive to new product development, and 
it has resulted in several innovations in 
lamp design. The new type of photoflash 
lamp introduced into this country by 
one of the independents is probably the 
most important of those innovations 
which have proved successful. The orig- 
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inal development was made by a Dutch 
firm, and the American company pro- 
duces the lamp under an exclusive 
license. In this instance an alertness to 
opportunity rather than extensive tech- 
nical research was the source of the 
company’s gain. However, since the in- 
dependents confine their production for 
the most part to the types of lamps made 
standard by General Electric, their en- 
gineering incentives are directed mainly 
toward improving the processes for 
manufacturing standard lamps. 


2. STRATEGIC IMPORTANCE OF GENERAL 
ELECTRIC IN DEVELOPING 
NEW PRODUCTS 


It is apparent that the abilities and 
incentives of the various firms to conduct 
research and development leading to 
new or improved products differ tre- 
mendously. It is to be doubted whether 
any concern in the industry other than 
General Electric, Westinghouse, and 
Sylvania was in a position to be very 
effective in developing the fluorescent 
lamp; for vapor lamps are much more 
complicated than the simple incandes- 
cent lamp. The other concerns were 
all too small to have the ability in men 
or money, or they were not so strate- 
gically situated that they had a great 
incentive to develop a major new type 
of lamp. Of these three, Sylvania could 
hardly have done the job alone. In its 
subservient position in the industry it 
was at a serious disadvantage, both 
practical and psychological, in trying to 
develop any major product by itself. 
In reality, Sylvania had to accept the 
fundamental characteristics of the Gen- 
eral Electric fluorescent lamp. 

Lack of competitive pressure from 
independents and B licensees left Gen- 
eral Electric and Westinghouse more or 
less free to proceed at their normal pace 


445 


in the development of new products. 
There was little reason for fearing that 
any other domestic concern could get 
an important technological or commer- 
cial jump in bringing out a new lamp 
using the fluorescent principle or in any 
other important innovation. In its role 
as a licensee, Westinghouse works along 
with General Electric rather than strik- 
ing out by itself. In the final analysis, 
therefore, technical progress in the Amer- 
ican lamp industry depends in large part 
upon General Electric. This was cer- 
tainly true in the case of the fluorescent 
lamp. 

General Electric had no fear that a 
new foreign lamp would capture its do- 
mestic market. Under the working agree- 
ments which the American company had 
with major lamp manufacturers in the 
other principal lamp-producing countries, 
each refrained from selling in the others’ 
territories. As these concerns were tech- 
nologically the most active of all foreign 
producers, independents outside the 
United States constituted no real threat 
in relation to the fluorescent lamp or any 
other revolutionary type of electric lamp. 
Even if a major European producer had 
made such a lamp, General Electric 
could probably have secured the Amer- 
ican rights for its manufacture. 

Although the European concerns had 
had much more experience than General 
Electric in the application of fluorescence 
to electric illumination, they had not de- 
veloped a satisfactory low-voltage flu- 
orescent lamp suitable for general illu- 
mination. Considerable scientific back- 
ground and the specific inspiration for 
General Electric in its development of 
the fluorescent lamp did come from 
abroad, however, and without European 
influence it is uncertain how soon practi- 
cal low-voltage fluorescent lighting would 
have come in this country under the 
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organization of the industry which ex- 
isted at that time. Although the inter- 
national organization of the industry re- 
duced the incentives of General Electric 
in this development, it assisted the 
American company in making a fluores- 
cent lamp. 


3. LACK OF PUBLIC PRESSURE FOR 
NEW LIGHTING DEVICES 


Other factors affected the speed of 
consideration, development, and intro- 
duction of the fluorescent lamp by the 
leading lamp manufacturers. There was 
not only freedom from competitive pres- 
sure but also freedom from public pres- 
sure. Not until the time of the World’s 
Fairs was there a noticeable clamor for 
fluorescent. Before that time there had 
been a long history of experience with 
incandescent electric lighting which had 
seemed satisfactory to most people. A 
dollar spent on electric lighting was 
constantly buying more illumination. 


The major factors in this declining cost 
of light were the steady decrease in 
power rates and the continual improve- 


ment in efficiencies of incandescent 
lamps themselves. Reductions of lamp 
prices also contributed significantly to 
the lowering of lighting costs. 

Lacking knowledge of the tremendous 
potential improvements in lighting and 
further possible reductions in lighting 
costs, the public was quite satisfied with 
incandescent-lamp progress. In discus- 
sions of technical efficiencies of incandes- 
cent lamps, emphasis was placed upon 
historical records showing past improve- 
ments instead of upon future possibilities. 
The graphs were impressive to those who 
did not know that even the best in- 
candescent lighting wastes about go per 
cent of the electric current input. It was 
known in the lamp industry that in- 
candescent lighting was wasteful, but 
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this type of lighting is simple to use. 
Other light sources, including fluorescent 
lamps, were potentially more efficient 
but much more complicated. A great 
deal of work had to be done on them be- 
fore they could be made practical. 


4. EMPHASIS UPON INCANDESCENT LIGHTING 


Since there was no strong external 
pressure to develop these potential 
sources for purposes of general illumina- 
tion, the two large lamp manufacturers 
had devoted most of their efforts until 
1935 to the improvement of incandescent 
lamps. General Electric, assisted by 
Westinghouse, had been very successful 
in achieving increases in efficiency and 
reductions in costs and prices. The pres- 
sed-tungsten filament had been brought 
to this country by General Electric; the 
drawn-tungsten filament had been de- 
veloped by a scientist employed by 
General Electric; the gas-filled lamp had 
been developed by another of its leading 
scientists; and many other improvements 
in the lamp, its parts, and the machinery 
for making it had resulted from the 
work of General Electric. The lamp di- 
vision of Westinghouse had also devoted 
almost all its research and develop- 
mental activities to the problems of 
incandescent lighting. Before 1935, a 
small amount of attention kad been given 
to the general problems of gaseous dis- 
charge; but the bulk of work done in the 
vapor-lamp field had been in connection 
with specialized lamps for restricted 
applications. 

The technical men in General Electric 
and Westinghouse were aware of the 
disadvantages of incandescent lighting 
and the general possibilities of other 
types. They knew of early work on 
fluorescent and allied types of lighting 
and had even done a little themselves. 
Nevertheless, there was little external 
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inducement to develop a completely new 
major light source for general illumina- 
tion. The stimulus had to come mainly 
from within. From a technical point of 
view the time was ripe from the late 
twenties on. In 1935 the events pre- 
viously described resulted in the initia- 
tion of serious efforts by General Electric 
and later by Westinghouse to develop 
a practical fluorescent lamp. Even then 
and for several years thereafter, however, 
they did not know how far they were 
going to be able to go in providing a 
major new light source. 

As leaders in the industry, General 
Electric and Westinghouse had a vested 
interest in any new type of lighting and 
were almost certain to be intimately 
connected with any such development 
in this country. As large concerns sup- 
plying about 78 per cent of all American 
electric lamps, they also had a strong 
vested interest in the standard incandes- 
cent lamp. Incandescent lighting had 
been the source of their commercial pre- 
dominance in the lamp industry for 
fifty years. Although they were very 
much interested in progress, the large 
concerns reacted conservatively to revo- 
lutionary ideas and were cautious and 
deliberate in their development and 
promotion. 

The three years of technical develop- 
ment by General Electric, assisted by 
Westinghouse, were not unduly long in 
comparison with the development peri- 
ods of many other products. The two 
large companies had a desire to perfect 
the lamp before its commercial intro- 
duction in order to protect their tradi- 
tional standards of excellence. A large 
volume of work had to be done in ex- 
perimentally developing the lamp and 
its auxiliaries, testing them, and carrying 
on ex-post basic research connected with 
them. In retrospect, based upon our 
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present knowledge of the importance of 
fluorescent lighting, it can probably be 
said that larger forces should have been 
assigned to the problem to speed the 
lamp’s development; but under the 
conditions which existed from 1935 to 
1938 there was no apparent need for 
haste. 

However, after the development was 
well under way and the engineers be- 
gan to see its potential significance, it 
took some time for the entire organiza- 
tions of the large companies to come to 
a full realization of the place of the 
fluorescent lamp in the lighting field. 
Over a long period there had developed 
considerable momentum in the use of 
incandescent lamps for general illumina- 
tion, based both on the size of the 
companies and the velocity of their 
progress; and it was difficult to veer off 
in a completely new direction. It was 
therefore several years before fluorescent 
lighting received the full recognition that 
it is now apparent it deserved. Most of 
this recognition had to come gradually 
from within the firms themselves for a 
considerable period. External stimuli 
added impetus to the development only 
after 1938. Its early performance, im- 
perfect as it was, sold it to the public for 
general lighting purposes. Finally, from 
1940 on, intensified competition from 
Sylvania provided an additional stimulus 
to further development and promotion 
of the lamp. 


5. EXTERNAL OBSTACLES TO THE DEVELOP- 
MENT OF THE FLUORESCENT LAMP 


Various interested groups outside the 
lamp industry constituted further ob- 
stacles to the development and intro- 
duction of the fluorescent lamp. Some 
utilities feared revenue losses and in- 
sisted that fluorescent be used only to 
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supplement incandescent.** The general 
stand was taken that fluorescent would 
be recommended only where it did not 
entail a wattage reduction from the old 
incandescent installation or its equiva- 
lent. It took about a year of experience 
with the lamp to convince many of the 
electric companies that fluorescent light- 
ing was suitable for general illumination 
and would not much reduce their lighting 
revenues. Once this lesson was learned, 
they became more amenable to the use 
of fluorescent. The fixture manufacturers 
constituted another obstacle, in that 
there was considerable delay in getting 
their facilities ready to produce satis- 
factory fixtures for the new lamp.** This 
situation resulted from the early failure 
to visualize the possibilities of the lamp 
and the lack of adequate planning. Lack 
of familiarity with the new lamp and its 
possibilities by illuminating engineers 
and electrical contractors also handi- 
capped progress. 


VI. CONCLUSION 


The conditions underlying the timing 
of the development and introduction -of 
the hot-cathode fluorescent lamp were 
complicated and diverse; but, given the 


*4See Hearings before the Committee on Patents, 
U.S. Sen., 77th Cong., 2d sess., on S. 2303 and 
S. 2491, Part 9, Aug. 18, 1942. 


*5In 1939 Sylvania initiated the production of 
fluorescent fixtures in order to sell a “complete unit 
of light” and to aid in providing a market for its 
lamps. This move -vas important in increasing its 
share of the market and in stimulating the raising of 
standards by other fixturemanufacturers, which aided 
in expanding the demand for fluorescent in general. 
Shortly afterward a new association of fluorescent- 
fixture manufacturers was organized with the as- 
sistance of General Electric and Westinghouse. The 
large companies aided in the determination of mini- 
mum specifications for production by members of this 
association and also for the extension into the 
fluorescent field by members of the earlier associa- 
tion. Westinghouse has also undertaken the manu- 
facture of fluorescent fixtures. 
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patent system and other fundamentals of 
the framework within which American 
industry operates, it seems that the 
competitive organization of the lamp 
industry prior to 1938 was a very im- 
portant factor in this development. The 
organization of the industry virtually 
determined the motives and abilities of 
the constituent companies to carry on 
research and develop new products. It 
determined the extent of interchange 
of information and progress among the 
various concerns. It had an important 
effect on the historical accumulation of 
necessary scientific background. Most 
other factors in the development also 
depended directly or indirectly upon the 
structure of the incandescent industry as 
it was in 1938. 

There are certain elements of strength 
and of weakness in the 1938 organization 
of the large-incandescent-lamp industry, 
judged solely from the point of view of 
technological advancement. The lamp 
industry is a technical industry in which 
practically all new products and new 
processes arise out of laboratory re- 
search and development. The organiza- 
tion existing prior to the introduction of 
the fluorescent lamp made it possible for 
General Electric to conduct extensive 
research and development in the lamp 
field. Westinghouse had this ability to a 
lesser extent. The technological activities 
of these two firms had resulted in 
standardization of the product, constant 
improvements in lamp performance, the 
frequent introduction of new styles of 
lamps, and important reductions in the 
prices of most standard items. Con- 
tinuous technical activity over a long 
period of time aided in developing an 
excellent background of knowledge and 
skill and in achieving a continuity of 
progress. A further desirable feature of 
this organization was the interchange of 
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technical information which took place 
among firms comprising a large per- 
centage of the domestic industry and the 
leading foreign concerns as well. 

The weaknesses of the organization 
of the lamp industry from a technological 
standpoint arose out of its strengths. 
With the industry so highly concentrat- 
ed, the smaller firms were not in a 
position to contribute very gréatly to 
product or process improvements. The 
industry was, therefore, in large part 
dependent upon General Electric and 
Westinghouse for its technological ad- 
vancement, and most of this reliance 
was upon the former. The incentives 
for the big concerns were defensive, and 
there was little pressure on them under 
the license and quota system by which 
the industry was controlled. Tradition 
directed most effort into the improve- 
ment of incandescent lighting. The de- 
velopment of radically new types of 
lighting devices tended to take place 
slowly. Moreover, the interchange of 
technical data failed to reach an import- 
ant fraction of the domestic industry. 

It would be dangerous to draw any 
definitive conclusions from the findings 
of this study alone. Strengths and weak- 
nesses of the then current structure of the 
industry are discernible, but it is im- 
possible to make a measured comparison 
of these characteristics with those of all 
other conceivable organizations, in view 
of the scarcity of concrete knowledge 
about the effects of various types of 
industrial organization. One conclusion 
can be stated with assurance, however. 
For continued technological progress in 
the lamp industry, which is characterized 
by highly technical parts and products, 
there must be an organization which will 
permit and encourage large programs of 
research and new product development 
as well as process development. 


Recent happenings in the fluorescent- 
lamp field suggest an additional conclu- 
sion. Since 1940, when Sylvania first provi- 
ded serious commercial and technological 
competition for General Electric and 
Westinghouse, developments in the flu- 
orescent field have proceeded at a rapid 
pace. The big companies have been 
stimulated in their work by the presence 
and threat of Sylvania, and the latter 
has also been able to make contributions 
of its own. It seems very likely that 
total progress has been more rapid than 
it would have been in the absence of 
Sylvania and that the organization of the 
lamp industry in 1942, after the intro- 
duction and commercialization of the 
fluorescent lamp and the growth of Syl- 
vania, was more conducive to technolog- 
ical advancement than the organization 
which existed in 1938. This experience 
suggests that greater technical abilities 
by others of the smaller firms might 
further stimulate new product develop- 
ment by the lamp industry. It is not 
clear how far such a shift could go before 
a reaction would take place. The decon- 
centration of the industry which would 
be necessary to increase the technical 
abilities of very many of the smaller 
firms might result in slower industry- 
wide progress if the ability of General 
Electric to contribute to the technology 
of the industry were seriously impaired. 
Moreover, too great a shift might result 
in such overlapping of research efforts 
that total progress would be reduced. It 
would also make more difficult the 
standardization of specifications which 
is so important to this industry. Based 
on existing knowledge, the exact nature 
of the optimal organization of the lamp 
industry and the means of achieving it 
cannot be stated conclusively. 

Looking to the future, General Elec- 
tric’s role of servicing the entire lighting 
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industry through centralized research 
appears to be in the process of change. 
General Electric officials have believed 
in the cartel conception and in accord- 
ance with this philosophy have been 
convinced that their methods were best 
for the industry as well as for themselves. 
Westinghouse officials would undoubt- 
edly have preferred to have had a 
larger share of the lamp market. How- 
ever, as they extended the scope of their 
license agreement with General Electric 
in 1931 to cover gaseous-discharge 
lamps,” it can be inferred that at that 
time the license arrangements were not 
particularly unsatisfactory for them. On 
the other hand, it was probably in- 
evitable that some of the small licensees 
should feel restive under contracts in 

26 This extension of the agreement prevented 
Westinghouse from breaking away from the General 


Electric quota system on the fluorescent lamp, if it 
had wished to do so. 


which they were restricted by quotas 
to small proportions of the industry. 

The spectacular rise of the electrical- 
goods industries has been accompanied 
by a great increase in the number of 
competent research men who have be- 
come available to industry. This assisted 
the smaller lamp companies, such as 
Sylvania, in developing their own re- 
search staffs and in challenging General 
Electric. Sylvania’s action in breaking 
away from the quota system in the 
fluorescent lamp has placed it in a posi- 
tion where it no longer can rely on 
General Electric research leadership. If 
the quota system is entirely abandoned 
after the war, we can expect, at least for 
a time, that there will be more effective 
technical competition among the three 
principal companies in the industry than 
existed before. 
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NE purpose of collective bar- 
gaining and the resulting agree- 
ment is the regulation of the 

general conditions of employment in an 
industrial unit (industry, region, estab- 
lishment, plant, bargaining unit, and the 
like). The second purpose is the regula- 
tion of the relationships between the 
individual employee and his employer. 
In this respect the paramount aim of the 
union in bargaining collectively is the 
protection of the represented individual 
employees, the procurement of good 
remuneration for their labor, and the se- 
curing of favorable working conditions. 

Consequently, collective agreements 
in the typical case include two different 
elements. One element is the settle- 


ment of the general conditions in the 


covered area. This settlement takes 
place by agreement between the imme- 
diate parties, being practically always a 
union on the one side and on the other 
an individual employer or an associa- 
tion of employers. They define their at- 
titude toward each other and toward 
the relevant industrial problems, promise 
certain actions or omissions, and may 
agree upon more far-reaching co-opera- 
tion. Thus, this part of the collective 
agreement settles the relations between 
the employer and the union. In contrast, 
the second element in the collective 
agreement is the regulation of the legal 
relations between the individual em- 
ployer and the individual employees, 
whether they are employed at the time 
of the conclusion of the agreement or 
will be hired later during its lifetime. 
These two elements of the collective 
agreement, thus, differ as to subject mat- 


4st 


ter and as to persons concerned. The 
first has to do with general matters of 
collective interest. The parties in inter- 
est are here identical with the formal 
parties to the contract—that is, the em- 
ployer or employers and the employ- 
ees’ organization. The second element 
concerns the individual relationships. 
Parties in interest are the individual 
employer and, in addition to the employ- 
ee organization, the individual em- 
ployees. The problem as to the legal 
status of the latter under the collective 
agreement is the main subject to be dis- 
cussed in this study. These two elements 
are inherent in every typical collective 
agreement. The courts and agencies, 
so far, have not clearly analyzed this 
phenomenon and its important practical 
consequences, although they have been 
compelled to handle problems arising 
out of this legal peculiarity. 


EFFECT OF THE COLLECTIVE AGREEMENT 
ON THE RELATIONS BETWEEN THE 
UNION AND THE EMPLOYER 


When collective bargaining was still 
in its infancy the courts were not in- 
clined to interpret collective agreements 
as binding contracts. The agreements 
were considered morally but not legally 
binding, and few attempts were made to 
bring them before the courts. The term 
“contract” was rarely applied to them. 
The majority of unions were unincorpo- 
rated and for this reason were sometimes 
not regarded as competent parties to a 
contract. Furthermore, it was held that 
neither party, particularly the union, 


* Rentschler v. Missouri Pac. R. Co., Supr. Ct. of 
Nebraska, 3/23/34, 253 N.W. 694. 
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“promised” anything to make the bar- 
gain binding. Accordingly, collective 
agreements were considered as unen- 
forceable “for want of mutuality or of 
consideration.’* In but a few cases did 
the courts, in these earlier days, rule 
that collective agreements were valid and 
binding contracts.’ 

The present policy of the courts and 
other agencies is, on the whole, to ac- 
knowledge the binding force of collective 
agreements. They hold that their integ- 
rity must be preserved and that obliga- 
tions created thereunder must be ad- 
hered to by both parties. If necessary 
they may be enforced by the courts and 
other proper authorities.4 Most agencies 
and courts now recognize that collective 
contracts do not lack mutuality but are 
“founded on adequate consideration” 
and therefore enforceable.’ The National 

‘War Labor Board has expressly stated 
that 


2 “Consideration” is defined as “an act or for- 
bearance, or the promise thereof, which is offered by 
one party to an agreement, and accepted by the 
other as an inducement to that other’s act or prom- 
ise” (Bouvier’s Law Dictionary [1928 ed.], p. 213). 


3 Post v. Buck’s Stove & Range Co., 11/22/12, 200 
F. 918; Nederlandsch Amer. S.M. v. Stevedores’ & 
L.B. Soc., 4/6/20, 265 F. 397; A. R. Barnes v. Barry, 
3/16/09, 169 F. 225; Gully v. Barton, 11/11/14, 149 
N.Y. Suppl.; Rentschler v. Missouri Pac. R. Co., 
3/23/34, 253 N.W. 694. 


4 Nat. War Lb. Bd. Release B-22, 4/1/42; New 
Orleans Laundrymen’s Club and Amalgamated 
Clothing Workers of America, Case No. 91, 5/12/42, 
Nat. War Lb. Bd. Release B-69; Peninsular & Oc- 
cidental S.S. Co. v. National Labor Relations Board, 
7/29/38, 98 F. (2d) 411, 414; Western Electric Co., 
Inc., and Western Electric Employees Assn., Inc., 
Case No. 89, 8/18/42, Nat. War Lb. Bd. Release 
B-155; Carnegie-Illinois Steel Corporation ef al., 
and United Steel Workers of America (Big Steel 
Case), Case No. 364, 8/26/42, Nat. War Lb. Bd. 
Release B-168; etc. 


5 They are considered as enforceable in equity by 
injunction where no adequate remedy at law is given 
for their breach because they do not provide for the 
employment of any particular person. See Weber v. 
Nasser, 61 Cal. App. Dec. 1259, 4/10/30. 


by insisting upon the sanctity of contract in la- 
bor relations it is acting as the best friend of 
both labor and industry. Unless parties to col- 
lective bargaining can depend mutually upon 
the terms of written agreements, there is little 
value in the collective-bargaining process. La- 
bor relations which will redound to the benefit 
of employer, employee and the country can best 
be promoted by living up to contract obliga- 
tions. A contract which may be breached at will 
rests upon a foundation of shifting sands.‘ 


Thus the analysis of the legal effect of 
collective agreements on the relations 
between the immediate parties, the 
union and the employer, no longer pre- 
sents any basic difficulties.? In general, 
they are now treated in the same manner 
as other cuntracts and may be enforced, 
according to circumstances, by appeal 
to arbitration machinery set up under 
the agreement or to a proper government 
agency, or by means of an action for 
injunction, declaratory judgment, or 
damages. As one court has put it: 


When, as toa collective contract, the judicial 
function is invoked, decision must stand upon 
the same rules of interpretation and enforce- 
ment that prevail in other cases of contract. 
We do not have, and judges cannot make, one 


6 Tennessee Coal, Iron & R.R. Co., and Interna- 
tional Union of Mine, Mill & Smelter Workers, CIO, 
etc., Case No. 465, 10/24/42, Nat. War Lb. Bd. Re- 
lease B-267. 


7 The main problem still unsolved is the question 
as to what effect it may have if a union makes a col- 
lective agreement as the representative under the 
National Labor Relations Act or a similar statute 
and the members of the bargaining unit later change 
their union affiliation. Does such a shift in affiliation 
on the part of a majority of affected individuals, ora 
change of the bargaining representative, have any 
effects on an existing collective agreement and, if so, 
of what character are these effects? In such cases the 
principle of the sanctity of contracts may easily 
clash with the fundamental principle of the labor 
relations acts—viz., that the employees shall have 
full freedom of association, self-organization, and 
designation of representatives of their own choosing. 
Recognition of the dual nature of collective agree- 
ments may be helpful in clarifying this situation. 
But an examination of this particular problem is be- 
yond the scope of this paper. 
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THE DUAL NATURE OF COLLECTIVE AGREEMENTS 


law for one class of contracts and another and 
different laws for another sort.* 


Since the provisions settling the relations 
between the union and the employer 
thus create direct mutual obligations, 
they may be termed “the obligatory 
part” of the collective agreement. 


EFFECT OF THE COLLECTIVE AGREEMENT 
ON EMPLOYER-EMPLOYEE RELATIONS 


The legal nature of the part of the 
collective agreement which is designed 
to regulate the direct relationship be- 
tween the employer and his individual 
employees has not yet been analyzed as 
clearly as that of its obligatory part. 
Many basic questions have not come up 
for decision at all. As far as they have, 
there is considerable conflict on many 
points in the opinions of the various 
courts. Do collective agreements con- 
stitute rights and obligations between 
individual employees and employers? If 
they do, of what nature are they? If they 
do not, what is the meaning of the col- 
lective agreement with regard to the 
individual relationships? Can the stand- 
ard of the individual employment rela- 
tionships, as laid down in the collective 
agreement, be enforced, and, if so, how? 
Who may be entitled to take action? 
Which individuals are included in the 
provisions of the collective agreement? 
These are some of the crucial problems. 
But, whatever may be the position taken 
with reference to these questions, one 
cannot fail to recognize that the part of 
a collective agreement which is discussed 
here is designed to lay down certain 
standards to be followed in the relations 
between the individual employers and 
employees. If so, whether and to what 
extent, and between whom, rights and 
obligations are thereby constituted are 


* Mueller v. Chicago & N.W. Ry. Co., 3/22/35, 
259 N.W. 798. 
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questions which will be presently dis- 
cussed. Since the creation of standards 
is the dominating feature of these pro- 
visions, one may term them the “stand- 
ards part” of the collective agreement.’ 


WHO IS COVERED BY THE “STANDARDS 
PART” OF THE COLLECTIVE 
AGREEMENT? 


The examination of this problem, as of 
all others investigated in this discussion, 
is rendered somewhat difficult by the 
coexistence of two pertinent systems of 
law and juridical thought. The one sys- 
tem (A) does not observe principles as 
embodied in the National Labor Rela- 
tions Act, whereas the other (B) acknowl- 
edges such principles as dominating.’® 
We thus will be constrained to discuss 
all our problems from the angles of both 
these schools of legal thought. 

A. With regard to collective agree- 
ments made outside the purview of 
federal and state labor-relations acts, 
there exists a significant difference of 
opinion. On the one hand, it has been 
held that only members of the bargain- 
ing union are covered; on the other hand, 
we find the view that, in particular cir- 
cumstances, all the employees in an in- 
dustrial unit may be included." A recent 
decision of the New York Supreme Court 
stated that a collective agreement which 
the employer entered into with one of 


* They have been named the “normative part” in 
some other countries. 


*© The National War Labor Board obviously at- 
tempts to regulate collective bargaining in some de- 
gree outside the area of the labor-relations stat- 
utes. Its orders along these lines frequently have 
shown a remarkable similarity to those of the Na- 
tional Labor Relations Board. See, for example, the 
Austin Company of Chicago case (Rel. B-524 and 
633) and the Southern Service Co. case (RWLB X, 
Case No. 111-358-C). 

™! Vasoo & M.V.R. Co. v. Webb, 4/22/33, 64 F. 
(2d) go2, 903, 904; Aflantic Coast Line R. Co. v. 
Pope, 4/7/41, 119 F. (2d) 39, 43. 
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two rival labor organizations prior to the 
designation of a bargaining agency under 
the Labor Act established rights of all 
the employees.” The authority of the 
union representatives to bind its mem- 
bers by collective agreement ordinarily 
has been based on the laws of the 
organization.'"? But what about non- 
members, expelled members, employees 
who withdraw from the union or are 
hired after the conclusion of the collective 
agreement? The answer to the question 
whether or not they are covered will 
depend on the position taken by the 
deciding court or agency regarding the 
legal nature of the inclusion of individu- 
als in a collective agreement. In general, 
nonmembers will not be covered by the 
agreement. 

B. Under the N.L.R.A. and similar 
acts the power of agency of the majority 
union is based on the statute (Sec. o[a]). 
Thus, as far as the minority and non- 
members are concerned, the by-laws of 
the union are irrelevant on that point. 
All the employees in the unit come under 
the collective contract. 


EFFECT OF THE COLLECTIVE AGREEMENT 
ON THE LEGAL STATUS OF THE 
INDIVIDUAL EMPLOYEES 


The variety of opinions held on this 
question could hardly be greater. One 
view which is widespread is that a col- 
lective agreement between an employer 
and a union does not ordinarily consti- 
tute a specific contract of employment 
between an individual member of the 
union and his employer, but that the 
latter makes his own contract—im- 
pliedly, at least, if not expressly. Under 


2 Labarge v. Malone Aluminum Corp., New York 
Supr. Ct., Franklin County, 8/6/40, 6 LRRMan. 
1073. 

"3 Yazoo & M.V.R. Co. v. Webb, 4/22/33, 64 F. 
(2d) 902, 903, 904. 


this doctrine the collective agreement 
is merely a basis for making individual 
contracts of employment a standard to 
which the individual parties may refer 
in making their oral or written con- 
tracts." Other courts have held, directly 
or indirectly, that the individual em- 
ployees are parties to the collective agree- 
ment'*—or that, at least, the collective 
contract establishes property rights of 
the employees represented by the un- 
ion,”* or even (under the Railway Labor 
Act) of all the employees.”’ As far as le- 
gal arguments in support of those opin- 
ions were given, the union apparently 
was deemed to be the agent of the repre- 
sented employees, and thus the collective 
agreement was treated as a contract be- 
tween the individual employees and their 
employer. 

Between those two extremes we find 
several intermediate views. Some courts 
hold that the collective agreement be- 
comes, or may become, a part of the in- 
dividual contracts of employment by 
tacit or explicit consent of the em- 
ployees concerned,“ or of both the em- 


4 Caven v. C.P.R. Co., 7/6/25, Judicial Commit- 
tee of the Privy Council, 3 D.L.R. 841; Kessel v. 
Great Northern Ry. Co., 4/17/31, 51 F. (2d) 304, 305; 
10/3/34, 156 So. Rep. 678; Swart v. Huston, 
10/11/41, 4 Labor Cases 62, 132, 133, 134; [linois 
Central R.R. v. Moore, U.S. Ct. Ct. of A., 7/8/49, 
2 Labor Cases 845, 847, 848. 


5 Mueller v. Chicago & N.W. Ry. Co., Supr. Ct. of 
Minnesota, 3/22/35, 259 N.W. 798, 799; Leading 
Cleaners v. Senate, New York Supr. Ct., Kings Coun- 
ty, 12/1/37, 1 Labor Cases 308. 


© Peircy v. Louisville N.R. Co., 248 S.W. 1042, 
1045; Labarge v. Malone Aluminum Corp., New 
York Supr. Ct., Franklin County, 8/6/40, 6 
LRRMan. 1073. 


"7 George T. Ross Lodge v. Brotherhood of R.R. 
Trainmen, Supr. Ct. of Minnesota, 4/20/34, 254 
N.W. 590, 591. 

8 Briskin v. The E. L. Oliver Lodge No. 335; 
Brotherhood of Railway Clerks, Supr. Ct. of Ne- 
braska, 279 N.W. 277 (1938). 
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ployer and the employees.’® This con- 
struction has been applied to employees 
who are not union members also outside 
the purview of the N.L.R.A. Widely 
held is the interpretation of the collective 
agreement as a third-party contract of 
which the individual employees are the 
beneficiaries, although their names are 
not mentioned. The employees, there- 
fore, are accorded the right to enforce 
the terms of the contract.” 

Under the theories discussed the cov- 
ered individual employee may claim 
rights under the terms of the collective 
agreement, either directly on the collec- 
tive agreement or indirectly on the in- 
dividual contract based on the “stand- 
ards part” of the collective agreement. 
But under those theories which do not 
consider the provisions of the collective 
contract as automatically applicable to 
the individual contract, the employee 
must show that he became or remained 
an employee under circumstances which 
made the terms of the collective agree- 
ment applicable to him.” 

"9 Gregg v. Starks, 10/1/20, 224 S.W. 459, 461. 
But the Judicial Committee of the Privy Council, in 
Young v. Canadian Northern Ry. Co. (1931, A.C. 83), 
held that a contractual liability by an employer to an 
employee who was not a member of the contracting 
union was not established even where the employer 
did apply the collective agreement to the employee. 
The employer may have applied the collective agree- 
ment to the particular employee not because he was 
contractually bound to do so but because he deemed 


it expedient as a matter of policy to apply the con- 
tract to all his employees. 


2° Gully v. Barton, 11/11/14, 149 N.Y. Suppl.; 
Gulf & S.I.R. Co. v. McGlohn, 10/24/38, Supr. Ct. 
of Mississippi, 184 So. 71; Rentschler v. Missouri Pac. 
R. Co., Supr. Ct. of Nebraska, 3/23/34, 253 N.W. 
694, 696, 700; Johnson v. American Railway Ex- 
press Co., Supr. Ct. of S.C., 12/1/31, 161 S.E. 437, 
476; 10/3/34, 156 So. 678; Cincinnati, New Orleans 
& Texas Ry. Co. v. Ike A. Hill, 11/5/41, 5 Labor 
Cases 62,200/ 62,202/ 62,204. 


* Keysaw v. Dotterweich Brewing Co., 7/9/07, 
Supr. Ct. New York, 105 N.Y. Suppl. 562; JWinois 
Central R.R. v. Moore, U.S. Ct. Ct. of A., 7/8/40, 
2 Labor Cases 845, 847, 848. 
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CAN THE COLLECTIVE AGREEMENT BE 
MODIFIED BY INDIVIDUAL CON- 
TRACT OR WAIVER? 


In connection with our discussion of 
the legal effect of the collective agree- 
ment on the individual employer-em- 
ployee relationship, the question may be 
asked as to whether and in what circum- 
stances individual contracts may be 
made which deviate from the “standards 
part” of the collective agreement, or 
whether rights arising out of the collec- 
tive agreement may be waived by in- 
dividuals, expressly or tacitly. We do not 
get a definite answer to this crucial 
question by reading the decisions of the 
courts. For in this respect we find com- 
paratively few decisions and, again, wide- 
ly differing views. 

One may perhaps say, as a point of 
departure, that it is the very idea of col- 
lective bargaining that wages, hours, or 
other conditions of employment shall 
not be negotiated or agreed upon by in- 
dividuals but instead by collectivities 
(at least on the side of the employees). 
Following this idea, a modification or 
extinction of the collective agreement by 
individual actions cannot be permissible, 
at least not if such change tends to make 
the situation of the employee less favor- 
able. This, indeed, as we shall see, may 
be considered as the public policy of the 
federal government and of those states 
which have brought their laws into har- 
mony with the federal labor-relations 
legislation. Where this public policy pre- 
vails, individual contracts or waivers 
should be held to be inoperative in so 
far as they entail conditions of employ- 
ment less favorable for the employee 
than those provided in the collective 
agreement. 

But not all the states and state courts 
have acknowledged this basic idea of col- 
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lective bargaining as the prevailing pub- 
lic policy of their state. In a recent de- 
cision, for example, a California court of 
appeals flatly denied that such a public 
policy existed.” Where such a situation 
prevails the position of collective agree- 
ments with reference to individual con- 
tracts can be determined merely on the 
basis of straight contract principles. 


SITUATION WHERE N.L.R.A. OR 
ANALOGOUS PRINCIPLES ARE 
NOT APPLIED 


On the basis of straight contract prin- 
ciples, none of the customary legal con- 
structions concerning the position of the 
individual under collective agreements 
would positively rule out that the in- 
dividual employer and employee con- 
clude an individual contract validly mod- 
ifying the collective agreement, and that 
an employee waive rights arising out of 
it. Whether the employee is considered 
as a party to, or as the principal under, or 
as a third-party beneficiary of the col- 
lective agreement, he is in no case obli- 
gated to insist upon his rights. Besides, 
it may be doubted whether these defini- 
tions of the individual employee’s posi- 
tion are correct or exhaustive. The opin- 
ion that the “standards part” of the 
collective agreement regulates the con- 
ditions for the conclusion of individual 
contracts of employment, rather than 
takes their place, probably fits with the 
least strain the situation which actually 
exists when an employee is hired. After 
all, it is inconceivable that someone 
starts working without agreeing with 
his employer at least upon the fact that 
he is going to work for him and that he 
will be paid for it. If no particulars of 
the employment relationship are dis- 


2 Sublett v. Henry’s Turk & Tailor Lunch, 123 
P. (2d) 844 (1942). 


cussed, this is apparently a consequence 
of the existence of a collective agreement 
and of the fact, ordinarily known to all 
persons concerned, that the particulars 
were fixed in that collective agreement. 
From ihis angle, individual contracts 
not only are not precluded under a col- 
lective agreement, as the United States 
Supreme Court has stated,*? but are 
customary and, indeed, inevitable. 

But this does not answer the question 
as to whether the individual employer 
or employee really still has unlimited 
liberty to modify collective agreements 
by oral, or written, express or tacit, ar- 
rangement. That such liberty would un- 
dermine any collective bargaining as 
defined above is not a relevant argument 
where the basic ideas of the modern 
labor-relations acts are not accepted. At 
least, this argument does not per se re- 
solve the conflict between the traditional 
principle of individual freedom of con- 
tract and the novel collective labor law. 
In order to clear the way for the develop- 
ment of the latter, some countries have 
introduced special legislation regulating 
the effects of collective agreements on 
individual contracts of employment. 
However, this has not been done in the 
United States, and, in view of the divi- 
sion of the legislative powers between 
the federal government and the states, 
it is more than doubtful that it could be 
done or could effectively remove all 
difficulties.** The law which regulates 
our problem is the contract law of the 
states. With the exception of Wisconsin 
and Colorado (see below), the states 
have not provided for statutory pro- 

23 Labor Board v. Jones & Laughlin, 301 U.S. 1 
(1936). 


*4 Within the federal jurisdiction such special 
legislation may not be necessary, since the federal 
policy concerning the relationship between collective 
bargaining and freedom of contract is quite ap- 
parent. 
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visions which could be used to solve the 
problem. 

The solutions, or approaches to solu- 
tion, are very similar in the case of an 
individual contract modifying the col- 
lective agreement and in the case of a 
unilateral waiver of rights arising out 
of the collective agreement. Wherever 
it is not acknowledged that individual 
modification of collective agreements to 
the disadvantage of an employee is 
against prevailing public policy, an in- 
dividual contract deviating from the 
collective agreement may be held valid 
as such. But in making such a contract 
the employer would act against his obli- 
gations under the collective agreement 
so that the union concerned could pro- 
ceed against him. Where the employee 
who is party to such an individual con- 
tract belongs to the union, he would 
violate his duties as a union member, so 
that the union might take disciplinary 
action against him. 

The waiver of rights arising out of the 
collective or the corresponding individual 
agreement is the intentional relinquish- 
ment of such rights or the refusal to 
accept them. Where no labor relations 
act or similar acts exist, the individual 
employee may be deemed entitled to 
waive his rights. But he is not likely to 
do so without the employer exercising 
some influence. And, certainly, the 
waiver cannot be made effective without 
co-operation on the side of the employer. 
Thus, any act or omission of the em- 
ployer suitable to cause a waiver or to 
render its realization possible constitutes 
a violation of the collective agreement. 
And the employee who waives his rights 
violates his duties as a union member, 
just as does the employee who modifies 
a collective agreement by bargaining 
individually with his employer. Hence, 
the union may take the same actions 
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against offending employers and offend- 
ing union members as in the case of 
modification of the collective agreement 
by individual contract. 

Since the union thus has the power to 
interfere with individual contracts which 
modify collective agreements, by taking 
steps against the employer and the em- 
ployee, we see that the possibility of 
nullifying the system of collective bar- 
gaining through individual bargaining 
may not be too real even where it is not 
acknowledged as a principle of public 
policy that collective agreements must 
not be impaired by individual arrange- 
ment. Thus one may conclude that the 
provisions of the “standards part” of the 
collective agreement can be protected 
against modification by individual con- 
tract or waiver. The effectiveness of the 
collective agreement can be preserved 
even on the basis of straight contract 
principles. 


MODERN LABOR-RELATIONS POLICY 


Those who adhere to the doctrine of 
unlimited freedom of contract in the 
field of labor relations, and therefore 
form their juridical opinion on the basis 
of reasoning such as was examined in 
the preceding section, patently disregard 
decisive legal and economic develop- 
ments of recent decades. Under the in- 
fluence of the Roman law, the individual 
ordinarily has been the point of depar- 
ture for most legal regulations every- 
where. The regularization of the mod- 
ern individual substantive and proce- 
dural labor law, therefore, has required 
only a development of the traditional law 
without any change in its basic concept. 
But a characteristic of the present pe- 
riod of legal, economic, and political de- 
velopment is the recognition of em- 
ployees’ collectivities. Their introduc- 
tion into the existing legal system and 
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the analysis of their legal nature and 
their position within the law have neces- 
sitated and still necessitate new ways 
of juristic thinking in many branches of 
private and public law. In this respect 
the legal development is still behind 
actual development in practically all 
countries. But this would seem to be 
quite natural. Law is the precipitate of 
the momentary cultural epoch of each 
community in law, and therefore is sub- 
ject to perpetual modification to the 
same extent as the culture itself changes. 
This generally is a slow process, in which 
statutory and judge-made law is bound 
at times to fall behind actual develop- 
ments. The secret of satisfactory legis- 
lation and jurisprudence is to minimize 
the gap between the law and the mores 
of the community. 

The federal government and a number 
of states have tried to carry out this 
prescription in the area of industrial 
relations. The result has been enactment 
of the N.L.R.A., preceded and followed 
by other federal and state legislation of 
a similar nature. As long as the ideas un- 
derlying this legislative work are not 
recognized as the public policy in all areas 
of collective bargaining, an unobstructed 
functioning of the machinery will often 
require the use of the involved legal 
reasoning of the sort discussed in the 
preceding section. But, in view of the 
increasing acceptance of collective bar- 
gaining as a method of regulating indus- 
trial relations, a legal system which 
makes necessary the use of such cir- 
cuitous devices may well be considered 
as anachronistic. It could certainly be 
regarded as a case where the law lags con- 
siderably behind economic and social 
development, and even behind the de- 
velopment of a body of legal thought 
outside the law books. 

What is the essence of the recent 
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legislative work on labor relations, and 
what is its position with reference to the 
traditional law of contract? The courts 
have declared, time and again, that the 
statutes to protect collective bargaining 
have been designed to effectuate a par- 
ticular public social or economic policy 
rather than to confer or protect private 
rights, and that the remedies provided 
in these statutes are not only unknown 
to the traditional common law but often 
are in derogation of it.*5 The courts, fur- 
ther, have said that the privilege of con- 
tract is not unrestricted. The right to 
make contracts must be exercised sub- 
ject to the paramount power of Con- 
gress (or other legislative body) to enact 
restrictive legislation. A contract which 
might otherwise be valid must yield if 
it is in conflict with such restrictive 
law.* This interpretation of the law, 
and the attitude taken by some courts 
in decisions on questions of the kind here 
considered, appear to warrant the irfer- 
ence that, in the sphere of collective-bar- 
gaining statutes, provisions of a collec- 
tive agreement may not be modified 
by individual contracts.*’ 


MODIFICATION OF THE COLLECTIVE 
AGREEMENT UNDER MODERN 
PRINCIPLES 


The United States Supreme Court, 
however, holds that the N.L.R.B. may 
not invalidate individual contracts pro- 


4 N.L.R.B. v. Colten, 105 F. (2d) 179 (1939). 


*© Brotherhood of Railroad Shop Crafts, etc. v. 
Lowden, Ct. Ct. of A., 86 F. (2d) 458; cert. denied 
300 U.S. 659. 


27 Senator Wagner, Hearings on Senate Bill 1958, 
74 Cong., 1 sess., Pt. 1, p. 43; Williams Coal Co., et 
al., and United Mine Workers of America, 2/23/39, 
11 NLRB 570, 644; Rowe, etc. v. Meulemans, et al., 
7/29/41, 4 Labor Cases 62,156/62,157; Leading 
Cleaners v. Senate, New York Supr. Ct., Kings Coun- 
ty, 12/1/37, 1 Labor Cases 308; McNeill v. Hacker, 
6/3/40, 6 LRRMan. 1076. 
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cured in violation of the N.L.R.A., but 
may merely require the employer to 
cease giving effect to such contracts, so 
that the employees may assert any legal 
rights they may have acquired.” This 
may justify the conclusion that the pro- 
visions of the individual contract of em- 
ployment which are less favorable for 
the employee than the corresponding 
provisions of the collective agreement 
are supplanted automatically by the col- 
lective agreement—unless, of course, 
they are permitted in principle by the 
collective agreement. 

There are practically no decisions on 
the question as to whether the same 
principle shall apply to individual con- 
tracts which provide for conditions more 
favorable for the employee than those 
agreed upon in the collective agreement. 
Thus we cannot draw any definite con- 
clusion with regard to judicial and ad- 
ministrative policy as to the validity of 
such contract modifications. The lan- 
guage of some of the quoted decisions 
would seem to permit the inference 
that more favorable individual contracts, 
too, shall be covered by the prohibition 
to modify collective agreements in in- 
dividual contracts. Remarks such as “to 
attempt to deal with his men other- 
wise than throwgh representatives they 
may have named for such purposes 
would be the clzarest interference with 
their right to bargain collectively’””® or 
“under the act the employer is obliged to 
refrain from negotiation with individual 
employees concerning amy change in the 
terms of an existing collective con- 


* American Manufacturing Co. v. N.L.R.B., U.S. 
Supr. Ct., 3/11/40, 2 Labor Cases 40; National Lico- 
rice Co. v. N.L.R.B., U.S. Supr. Ct., 3/10/40, 309 
U.S. 350. 

*? Senator Wagner, Hearings on Senate Bill 1958, 
74th Cong., 1 sess., Pt. 1, p. 43. 
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tract’’° are well suited to support such 
an extensive interpretation of the law.* 

But it may be that in such remarks 
legalistic consistency is carried a little 
too far. As mentioned before, the ad- 
ministration and the courts have based 
their attitude in the matter on the par- 
ticular public social and economic policy 
that underlies the statutes designed to 
protect coilective bargaining. A part of 
this policy, as stated in the first section 
of the N.L.R.A., is to eliminate the in- 
equality of bargaining power between 
employees and employers because it 
tends to aggravate recurrent business 
depressions by depressing wage rates and 
the purchasing power of wage-earners. 
It would not seem to be consistent with 
this declaration of policy that the prac- 
tice and procedure of collective bargain- 
ing be used to prevent an improvement 
of wages or other conditions of employ- 
ment. 

The United States Supreme Court, in 
the Jones and Laughlin case,” stated 
that the employer’s duty to bargain col- 
lectively prohibits the negotiation of la- 
bor contracts generally applicable to em- 
ployees with any representative other 
than the one chosen, but does not pre- 
clude such individual contracts as the 
employer might elect to make with in- 
dividual employees. It is needless to 
say that the Supreme Court has not held 
the right to make individual contracts 
to be a permissible alternative to the 


3° Williams Coal Co., e al., and United Mine 
Workers of America, 2/23/39, 11 N.L.R.B. 579, 644. 


3" Furthermore, courts which interpret a collec- 
tive agreement as a three-party contract or the like 
have held that it cannot be modified by private un- 
derstanding between two of the parties. Rowe, eic. v. 
Meulemans, et al., 7/29/41, 4 Labor Cases 62,156/ 
62,157. 


3 Labor Board v. Jones & Laughlin, 301 U.S. 1 
(1936). 
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obligation of collective bargaining.** It 
has, however, given a definition of the 
term “collective agreement” (a labor con- 
tract generally applicable to employees), 
and it has made it clear that individual 
contracts (labor contracts not generally 
applicable to employees, but only to an 
individual employee) may be made di- 
rectly between the employer and an in- 
dividual employee. Of course, this right 
of the employer to make individual con- 
tracts must not be misused to impair 
the position of the bargaining represent- 
ative. Employers are not allowed to 
offer, solicit, enter into, continue, en- 
force, or attempt to enforce such indi- 
vidual contracts if they violate a labor- 
relations act.*4 Besides, as we know, in- 
dividual contracts must be deemed in- 
operative in so far as they provide for 
less favorable conditions for the em- 
ployee than the collective agreement 
by which they are covered. This is a con- 
sequence of the fact that the “standards 
part” of the agreement is considered as 
governing the conditions of individual 
contracts of employment. There can 
hardly be any doubt that divergent in- 
terpretations would nullify the whole 
labor-relations legislation. 

In view of the general legislative policy 
mentioned above, there would seem to 
be nothing in the labor-relations acts to 
prevent our defining the standard condi- 
tions of the collective agreements as min- 
imum rather than maximum conditions; 
as a matter of fact, they are ordinarily 
nearer to the minimum the union was 
willing to accept than to the maximum 
which it demanded during the negotia- 


33 The Stolle Corporation and Metal Polishers, 
Buffers, Platers and Helpers International Union, 
6/23/39, 13 N.L.R.B. 370, 381. 

34 National Licorice Co. v. National Labor Rea- 
tions Board, 309 U.S. 350; American Manufacturing 
Co. v. National Labor Relations Board, 309 U.S. 629. 
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tions leading up to the contract. Accord- 
ingly, no reason is apparent why indi- 
vidual understandings providing for con- 
ditions more favorable for the employee 
than those agreed upon in the collective 
contract should not be operative—unless, 
of course, they involve unfair labor prac- 
tices or are expressly forbidden by the 
collective agreement. As emphasized 
above, individual arrangements not 
in harmony with section 8 of the 
N.L.R.A.*5 or corresponding protective 
provisions of any other statute are not 
admissible. 

The discussion of the admissibility of 
individual agreements more favorable 
for the employee than the collective con- 
tract is not merely academic. It is true 


35 Sec. 8. It shall be an unfair labor practice for 
an employer— 

(1) To interfere with, restrain, or coerce em- 
ployees in the exercise of the rights guaranteed in 
section 7. 

(2) To dominate or interfere with the formation 
or administration of any labor organization or con- 
tribute financial or other support to it: Provided, 
That subject to rules and regulations made and pub- 
lished by the Board pursuant to section 6(a), an 
employer shall not be prohibited from permitting 
employees to confer with him during working hours 
without loss of time or pay. 

(3) By discrimination in regard to hire or tenure 
of employment or any term or condition of employ- 
ment to encourage or discourage membership in any 
labor organization: Provided, That nothing in this 
Act, or in the National Industrial Recovery Act 
(U.S.C., Supp. VII, title 15, secs. 701-12), as amend- 
ed from time to time, or in any code or agreement 
approved or prescribed thereunder, or in any other 
statute of the United States, shall preclude an em- 
ployer from making an agreement with a labor or- 
ganization (not established, maintained, or assisted 
by any action defined in this Act as an unfair labor 
practice) to require as a condition of employment 
membership therein, if such labor organization is the 
representative of the employees as provided in sec- 
tion 9(a), in the appropriate collective bargaining 
unit covered by such agreement when made. 

(4) To discharge or otherwise discriminate 
against an employee because he has filed charges or 
given testimony under this Act. 

(5) To refuse to bargain collectively with the 
representatives of his employees, subject to the pro- 
visions of Section 9(a). 
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that in times of sufficient supply of labor 
of every kind and quality the employer 
will rarely be inclined to grant to an in- 
dividual employee conditions more favor- 
able than the collective agreement pro- 
vides—the more so since granting an 
exceptional position to an individual 
may result in union demands that he 
make similar concessions to all em- 
ployees. But in periods of labor shortage 
employers, for various reasons, may be 
more willing to get or keep able em- 
ployees by offering them better terms 
or yielding to their individual demands. 

Uniform judicial and administrativé 
principles with respect to the question 
as to whether or not rights arising out 
of a collective agreement may legally be 
waived by individuals have not yet been 
developed within the area of the new la- 
bor acts. The question was answered in 
the affirmative by the New York Su- 
preme Court in a decision rendered in 
1937. In an earlier case decided in New 
York it was held that an employee by 
entering into an individual agreement did 
not waive the benefit of the collective 
agreement, because the collective con- 
tract “was a contract made by his repre- 
sentative for his benefit, and its va- 
lidity is not affected by the independent 
agreement, express or implied, between 
him and defendant.”3? This legal reason- 
ing may be disputable, but the public 
policy heretofore discussed appears to 
support the statement that it is not per- 
missible to alter the conditions of em- 
ployment, as embodied in a collective 
agreement, to the disadvantage of an 
individual employee by an express or 
tacit waiver any more than by an express 
individual contract. 


36 Leading Cleaners v. Senate, 12/1/37, 1 Labor 
Cases 308. 


37 Gully v. Barton, 11/11/14, 149 N.Y. Suppl. 
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SUMMARY 


Summarizing the result of our inquiry, 
we find that conclusion and execution of 
an individual contract which deviates 
from a collective agreement to the dis- 
advantage of the employee is a practice 
contrary to law on the part of the em- 
ployer where principles as embodied in 
the N.L.R.A. are recognized as the pre- 
dominant public policy. In addition, the 
employer in executing such an individual 
contract acts against his obligations un- 
der the collective agreement so that the 
union concerned can proceed against 
him.** The employee party to such an in- 
dividual contract certainly would be con- 
sidered by his fellow-employees as acting 
against the common group interest. But, 
generally, he would not offend against 
any labor-relations or similar act, since 
the latter either do not prohibit unfair 
practices by employees or do not include 
the making of such individual contracts 
in the list of unfair practices of employ- 
ees. There are, however, two significant 
exceptions. The Wisconsin Employment 
Peace Act has provided that “‘it shall be 
an unfair labor practice for an employee 
individually or in concert with others to 
violate the terms of a collective bar- 
gaining agreement” and that it shall be 
an unfair labor practice for any person 
to cause any contravention of this regu- 
lation on behalf of or in the interest of 
employers or employees. And the Colo- 


38 A Minnesota statute may be mentioned here, 
although it is not directly concerned with collective 
agreements. It provides that, whenever any group 
of employers have agreed in writing among them- 
selves to pay certain minimum wages to employees 
and/or to establish certain working conditions, and 
such agreement is wilfully violated, any party to 
the agreement may apply for a restraining order, 
and/or temporary injunction, and/or permanent in- 
junction, to restrain violation of the agreement as 
to minimum wages, hours of labor, or other condi- 
tions of employment (Minnesota Siatutes, sec. 
4260-22). 
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rado Labor Peace Act, similarly, has laid 
down that any violation of the terms of 
a collective agreement by employers or 
employees is an unfair labor practice. 
Apart from these exceptional statutes, 
the employee who belongs to a union 
offends against his duties as a union 
member so that the union may take dis- 
ciplinary steps against him. 

In the purview of a labor-relations 
act the legality of a waiver of rights 
under a collective agreement would seem 
to be questionable, because by waiving 
the employee may give up the protection 
of a law which is not designed merely to 
protect his property rights but, in the 
first place, to protect the conditions of the 
group to which he belongs. Besides, 


waivers are unlikely without some em- 
ployer influence and certainly cannot be 
madeeffective without co-operation on the 
side of the employer. Thus, the situation 
does not, in practice, differ much from 
that existing in the case of a modification 


of the collective agreement by express 
contract. Any act or omission of the 
employer designed to cause a waiver or 
to render its realization possible con- 
stitutes a practice contrary to the public 
policy embodied in the labor-relations 


39 Wisconsin Employment Peace Act, Section 
111.06 (2c) and (3); Colorado Labor Peace Act, Sec- 
tion 6(1)(f) and (2)(c). Both acts have defined “‘col- 
lective bargaining” as the negotiating by an employ- 
er and a majority of his employees in a collective 
bargaining unit (or their representatives) concerning 
representation or terms and conditions of employ- 
ment of such employees in a mutually genuine 
effort to reach an agreement with reference to the 
subject under negotiation. 
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acts and, inside and outside the sphere of 
a labor-relations act, a violation of the 
collective agreement. The employee who 
waives his rights may commit an unfair 
labor practice, under such systems as the 
Wisconsin Employment Peace Act or 
the Colorado Labor Peace Act, and, in 
any case, offends against his duties as a 
union member. 

It thus appears that collective bar- 
gaining is fairly securely protected under 
the labor-relations acts and is not with- 
out protection in areas not covered by 
such statutes. Advocates of collective 
bargaining who are anxious to secure for 
its principles the strongest possible pro- 
tection may feel that attention should 
be given to the absence of protecting 
statutes in many states and to the gaps 
in the existing statutes. Since it is doubt- 
ful that the situation can be sufficiently 
doctored by the courts under traditional 
contract law, further legislative action 
might be the only effective remedy. 
Some state legislatures have already 
recognized the problem and attempted 
to deal with it. Its solution would be 
facilitated by the realization and ac- 
knowledgment of the dual nature of 
the collective agreement—dual in that 
it not only creates rights and obli- 
gations between employer and union but 
also shapes rights and obligations be- 
tween employer and employee, and thus 
constitutes two interrelated complexes 
the mutual harmonizing of which is 
essential. 


Tue Brooxincs INSTITUTION 
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Victory Is Not Enough: The Strategy for a 
Lasting Peace. By EGON RANSHOFEN-WERT- 
HEIMER. New York: W. W. Norton & Co., 
Inc., 1942. Pp. 322. $3.00. 


Egon Ranshofen-Wertheimer—an air ace for 
Austria in the first World War and later a for- 
eign correspondent, a diplomat, and a lecturer 
on international relations—deserves the serious 
attention of American readers because his 
wide experience prompts him to challenge 
strongly “certain ideas which underlie most of 
the Anglo-Saxon literature on international af- 
fairs.” Particularly does he challenge our ideas 
of European “psychology,” in the broad sense 
of the term. Versailles and the League of 
Nations failed, he holds, because they were ap- 
propriate only to the Anglo-Saxon world‘ and 
not to Europe. The Covenant of the League 
neglected to provide for an international police 
force and automatic sanctions because the Wil- 
son group falsely assumed that world public 
opinion would suffice to rally the nations against 
an aggressor. Actually, even in the democracies 
of Europe, active public opinion concerning 
international affairs, where it existed at all, 
was largely under the control of political gov- 
ernments; and democratic government itself 
was very insecure. The strength of conserv- 
atism was greatly underestimated. The im- 
portance of embodying authority in persons 
was treated much too lightly. Thus, the spirit- 
ual disunity which hastened the collapse of 
France in 1940 went far deeper than class prej- 
udices, being the natural outcome of the sup- 
pression, ever since the French Revolution, of 
everything traditional or reverential of personal 
authority. 

The international organization which follows 
victory by the United Nations must be based, 
the author holds, on the assumption that the 
tendency to aggression in Europe will remain, 
just as it did after 1918. Only a powerful co- 
ercive agency, with clear-cut authority to use 
its power, can curb such aggression. In Europe 
as it is, democracy clearly cannot be the cen- 
tral principle of this agency. The necessary 
power should reside in “a European Confedera- 
tion, the federal power of which is entrusted 
with (and practically limited to) taking over 


the military sovereignty of all continental 
Europe” (Russia excepted); and the executive 
body of the confederation should be represent- 
ative of governments rather than elected di- 
rectly by the people. It is important that mem- 
bership in the confederation be compulsory, 
but it is immaterial whether the voting strength 
of the various member-states be equal or not. 
European peace would go far toward preserving 
world peace. Beyond this, the best structure 
for world peace would seem to consist of regional 
organizations loosely held together in a sort of 
“league.” The spectacular development of the 
airplane should not delude us into believing 
that we have “one world” in the psychological 
sense. The contrasts of national psychology are 
such that any attempt to establish a coercive 
world-peace agency could create only the dan- 
gerous illusion, previously created by the 
League of Nations, of collective security where 
security does not exist. 

The peace to come, the author contends, 
should take account of the fact that European 
psychology admits of authoritative control, 
provided it is strong and unwavering. Indeed, 
victory should be speedily followed by the mil- 
itary occupation of Germany and the rule of 
Germany by the victors with the help of Ger- 
man advisers. (The United States is nominated 
as the leading godfather in this undertaking.) 
So thoroughgoing has been the Nazi revolution 
that nothing short of this arrangement can be 
trusted to prevent a reversion to naziism—and 
we must even consider the possibility that the 
Nazi regime will survive the collapse of the 
German military machine. The discriminatory 
treatment of Germany should cease, however, 
when the tremendous task of re-education has 
succeeded in creating a new and responsible 
governing class. 

Inasmuch as it seems fair to regard military 
power as the essence of patriotic nationalism, 
from the “psychological” point of view, what 
are the chances of federalizing the very thing 
which European nations would be most reluc- 
tant to surrender? The author’s reply is that, 
since it is either this or the continuance of the 
fear complex which breeds war, and since Eu- 
rope will not of its own accord pool military 
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sovereignty, the victorious United Nations 
must initiate the European confederation. 

This book may well shock many American 
peace-planners. But there is nothing super- 
ficial about it. Brilliantly written, it should 
prove a substantial contribution to an Anglo- 
Saxon understanding of Europe at a time when 
the need for such understanding is urgent. 


Bruce KNIGHT 
Darimouth College 


Economic Planning: Its Aims and Implications. 
By CraupeE Davip BaLpwin. Urbana: 
University of Illinois Press, 1942. Pp. 188. 
$2.50. 

In six chapters—“Definitions and Criticism”; 
“The Objectives of Economic Planning”’; ‘“The 
Place of a Pricing Mechanism” ; “The Organiza- 
tion of Production”; “Distribution of Income 
and Allocation of Labor”; and “Conclusions” — 
the author has made an exhaustive analytic 
survey of the “theory of planning,” which is fol- 
lowed by a carefully organized bibliography. 
He has succeeded in being as impartial as one 
has a right to expect from a writer dealing with 
such a controversial subject. The University of 
Illinois is to be congratulated on having 
accepted and published a Doctor’s thesis on 
such a high level. By summarizing his con- 
clusions at the end of each chapter the author 
has greatly helped the reader. 

The essence of planning is not so much 
positing an end (social, technical, and economic) 
and selecting and applying means serviceable 
for accomplishing it as having the ability to use 
coercion. For this reason private property is 
really incompatible with complete planning. 
It might have been pointed out that “planning” 
is really a misnomer, “controlled economics,” 
“économie dirigée,” or, better still, ‘‘regimenta- 
tion” is the proper term. There is no need to 
shy at it, for “planning” is not a product of 
abstract economic reasoning. It is a “war 
baby.” It was improvised in the last war; and 
some German theorists, especially Neurath, 
who had been adviser to the Austrian War 
Office, and Ballod advocated its continuation 
after the war. Planning in the sense of drawing 
a blueprint of society is, of course, very much 
older. All utopias and many colonial plantation 
schemes contain plans for a perfect society. 
This “structural planning” underlies the con- 
ception both of liberalism and of Leninism. A 


society structured according to the 
principle runs automatically; it no longer needs 
a government exercising coercion. The planning 
policies advocated by most planners are gener 
ally only “functional.” In their view, the 
structure of society need not be changed funda 
mentally; it is sufficient to control its functia 
ing to attain all desired objectives. The author 
rightly assumes that logically this will finalh 
imply fundamental structural changes. 

is historical development a logical process? 

Whether we call it planning or regimentation,” 
economic planning implies reliable forecasting,, 
On the consumer’s side this may be possibley) 
it is not yet possible on the producer’s side in” 
agriculture. It presupposes in any case an inter = 
national order which is not disturbed by E 
and revolution or by independent national® 
economic policies. It can be secured only either 
in a world state, the formation of which is not 
yet quite near, or in a series of absolutely selfé 
sufficient national or federal states which have™ 
no contact whatever with one another and cam 
not disturb one anothers’ plans. 

The author might have pressed some of these” 
points. As it stands, his thesis might well be) 
made compulsory reading for all those who) 
play at making a new economic order. 


M. J. Boum 


Hamilton College 


The World after War: A Program for Post- 
Planning. By Henry Bamrorp PARKES) 
New York: Thomas Y. Crowell Co., 194% 
Pp. vii+240. $2.50. 
This is a remarkably sane book which should 

be read by all who want to explore the roads) 

leading to the world after the war. The author 
does not offer one of those blueprints on whic 
well-meaning people register their more or less” 
well-justified aspirations. He is content with 

describing, analyzing, and appraising the con- 7 

ditions of the past and the forces on the co 

operation of which the future depends. He does | 
not plan history; he explains it. 
The book is divided into six parts: “From” 

Versailles to Pearl Harbor”; “Justice and 

Power”; “The Foreign Policy of the United) 

States”; “The League of Nations”; “Federal 

Union”; and “Can the United Nations Stay) 

United?” With the exception of “Justice and 

Power,” the heading of each section informs the 

reader plainly of its main content. ‘2 
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rado Labor Peace Act, similarly, has laid 
down that any violation of the terms of 
a collective agreement by employers or 
employees is an unfair labor practice.*? 
Apart from these exceptional statutes, 
the employee who belongs to a union 
offends against his duties as a union 
member so that the union may take dis- 
ciplinary steps against him. 

In the purview of a labor-relations 
act the legality of a waiver of rights 
under a collective agreement would seem 
to be questionable, because by waiving 
the employee may give up the protection 
of a law which is not designed merely to 
protect his property rights but, in the 
first place, to protect the conditions of the 
group to which he belongs. Besides, 
waivers are unlikely without some em- 
ployer influence and certainly cannot be 
madeeffective without co-operation on the 
side of the employer. Thus, the situation 
does not, in practice, differ much from 
that existing in the case of a modification 
of the collective agreement by express 
contract. Any act or omission of the 
employer designed to cause a waiver or 
to render its realization possible con- 
stitutes a practice contrary to the public 
policy embodied in the labor-relations 


39 Wisconsin Employment Peace Act, Section 
111.06 (2c) and (3); Colorado Labor Peace Act, Sec- 
tion 6(1)(f) and (2)(c). Both acts have defined “‘col- 
lective bargaining” as the negotiating by an employ- 
er and a majority of his employees in a collective 
bargaining unit (or their representatives) concerning 
representation or terms and conditions of employ- 
ment of such employees in a mutually genuine 
effort to reach an agreement with reference to the 
subject under negotiation. 


acts and, inside and outside the sphere of 
a labor-relations act, a violation of the 
collective agreement. The employee who 
waives his rights may commit an unfair 
labor practice, under such systems as the 
Wisconsin Employment Peace Act or 
the Colorado Labor Peace Act, and, in 
any case, offends against his duties as a 
union member. 

It thus appears that collective bar- 
gaining is fairly securely protected under 
the labor-relations acts and is not with- 
out protection in areas not covered by 
such statutes. Advocates of collective 
bargaining who are anxious to secure for 
its principles the strongest possible pro- 
tection may feel that attention should 
be given to the absence of protecting 
statutes in many states and to the gaps 
in the existing statutes. Since it is doubt- 
ful that the situation can be sufficiently 
doctored by the courts under traditional 
contract law, further legislative action 
might be the only effective remedy. 
Some state legislatures have already 
recognized the problem and attempted 
to deal with it. Its solution would be 
facilitated by the realization and ac- 
knowledgment of the dual nature of 
the collective agreement—dual in that 
it not only creates rights and obli- 
gations between employer and union but 
also shapes rights and obligations be- 
tween employer and employee, and thus 
constitutes two interrelated complexes 
the mutual harmonizing of which is 
essential. 


THe Brooxincs INSTITUTION 
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Victory Is Not Enough: The Strategy for a 
Lasting Peace. By EGON RANSHOFEN-WERT- 
HEIMER. New York: W. W. Norton & Co., 
Inc., 1942. Pp. 322. $3.00. 


Egon Ranshofen-Wertheimer—an air ace for 
Austria in the first World War and later a for- 
eign correspondent, a diplomat, and a lecturer 
on international relations—deserves the serious 
attention of American readers because his 
wide experience prompts him to challenge 
strongly “certain ideas which underlie most of 
the Anglo-Saxon literature on international af- 
fairs.” Particularly does he challenge our ideas 
of European “psychology,” in the broad sense 
of the term. Versailles and the League of 
Nations failed, he holds, because they were ap- 
propriate only to the Anglo-Saxon world and 
not to Europe. The Covenant of the League 
neglected to provide for an international police 
force and automatic sanctions because the Wil- 
son group falsely assumed that world public 
opinion would suffice to rally the nations against 
an aggressor. Actually, even in the democracies 
of Europe, active public opinion concerning 
international affairs, where it existed at all, 
was largely under the control of political gov- 
ermments; and democratic government itself 
was very insecure. The strength of conserv- 
atism was greatly underestimated. The im- 
portance of embodying authority in persons 
was treated much too lightly. Thus, the spirit- 
ual disunity which hastened the collapse of 
France in 1940 went far deeper than class prej- 
udices, being the natural outcome of the sup- 
pression, ever since the French Revolution, of 
everything traditional or reverential of personal 
authority. 

The international organization which follows 
victory by the United Nations must be based, 
the author holds, on the assumption that the 
tendency to aggression in Europe will remain, 
just as it did after 1918. Only a powerful co- 
ercive agency, with clear-cut authority to use 
its power, can curb such aggression. In Europe 
as it is, democracy clearly cannot be the cen- 
tral principle of this agency. The necessary 
power should reside in “a European Confedera- 
tion, the federal power of which is entrusted 
with (and practically limited to) taking over 


the military sovereignty of all continental 
Europe” (Russia excepted); and the executive 
body of the confederation should be represent- 
ative of governments rather than elected di- 
rectly by the people. It is important that mem- 
bership in the confederation be compulsory, 
but it is immaterial whether the voting strength 
of the various member-states be equal or not. 
European peace would go far toward preserving 
world peace. Beyond this, the best structure 
for world peace would seem to consist of regional 
organizations loosely held together in a sort of 
“league.” The spectacular development of the 
airplane should not delude us into believing 
that we have “one world” in the psychological 
sense. The contrasts of national psychology are 
such that any attempt to establish a coercive 
world-peace agency could create only the dan- 
gerous illusion, previously created by the 
League of Nations, of collective security where 
security does not exist. 

The peace to come, the author contends, 
should take account of the fact that European 
psychology admits of authoritative control, 
provided it is strong and unwavering. Indeed, 
victory should be speedily followed by the mil- 
itary occupation of Germany and the rule of 
Germany by the victors with the help of Ger- 
man advisers. (The United States is nominated 
as the leading godfather in this undertaking.) 
So thoroughgoing has been the Nazi revolution 
that nothing short of this arrangement can be 
trusted to prevent a reversion to naziism—and 
we must even consider the possibility that the 
Nazi regime will survive the collapse of the 
German military machine. The discriminatory 
treatment of Germany should cease, however, 
when the tremendous task of re-education has 
succeeded in creating a new and responsible 
governing class. 

Inasmuch as it seems fair to regard military 
power as the essence of patriotic nationalism, 
from the “psychological” point of view, what 
are the chances of federalizing the very thing 
which European nations would be most reluc- 
tant to surrender? The author’s reply is that, 
since it is either this or the continuance of the 
fear complex which breeds war, and since Eu- 
rope will not of its own accord pool military 
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sovereignty, the victorious United Nations 
must initiate the European confederation. 

This book may well shock many American 
peace-planners. But there is nothing super- 
ficial about it. Brilliantly written, it should 
prove a substantial contribution to an Anglo- 
Saxon understanding of Europe at a time when 
the need for such understanding is urgent. 


Bruce KNIGHT 
Dartmouth College 


Economic Planning: Its Aims and Implications. 
By Craupe Davip BaLtpwin. Urbana: 
University of Illinois Press, 1942. Pp. 188. 
$2.50. 

In six chapters—“Definitions and Criticism” ; 
“The Objectives of Economic Planning”; “fhe 
Place of a Pricing Mechanism” ; “The Organiza- 
tion of Production”; “Distribution of Income 
and Allocation of Labor”; and “Conclusions” — 
the author has made an exhaustive analytic 
survey of the “theory of planning,” which is fol- 
lowed by a carefully organized bibliography. 
He has succeeded in being as impartial as one 
has a right to expect from a writer dealing with 
such a controversial subject. The University of 
Illinois is to be congratulated on having 
accepted and published a Doctor’s thesis on 
such a high level. By summarizing his con- 
clusions at the end of each chapter the author 
has greatly helped the reader. 

The essence of planning is not so much 
positing an end (social, technical, and economic) 
and selecting and appiying means serviceable 
for accomplishing it as having the ability to use 
coercion. For this reason private property is 
really incompatible with complete planning. 
It might have been pointed out that “planning”’ 
is really a misnomer, “controlled economics,” 
“économie dirigée,” or, better still, “regimenta- 
tion” is the proper term. There is no need to 
shy at it, for “planning” is not a product of 
abstract economic reasoning. It is a “war 
baby.” It was improvised in the last war; and 
some German theorists, especially Neurath, 
who had been adviser to the Austrian War 
Office, and Ballod advocated its continuation 
after the war. Planning in the sense of drawing 
a blueprint of society is, of course, very much 
older. All utopias and many colonial plantation 
schemes contain plans for a perfect society. 
This “structural planning” underlies the con- 
ception both of liberalism and of Leninism. A 
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society structured according to the right 
principle runs automatically; it no longer needs 
a government exercising coercion. The planning 
policies advocated by most planners are gener- 
ally only “functional.” In their view, the 
structure of society need not be changed funda- 
mentally; it is sufficient to control its function- 
ing to attain all desired objectives. The author 
rightly assumes that logically this will finally 
imply fundamental structural changes. But 
is historical development a logical process? 

Whether we call it planning or regimentation, 
economic planning implies reliable forecasting. 
On the consumer’s side this may be possible; 
it is not yet possible on the producer’s side in 
agriculture. It presupposes in any case an inter- 
national order which is not disturbed by war 
and revolution or by independent national 
economic policies. It can be secured only either 
in a world state, the formation of which is not 
yet quite near, or in a series of absolutely self- 
sufficient national or federal states which have 
no contact whatever with one another and can- 
not disturb one anothers’ plans. 

The author might have pressed some of these 
points. As it stands, his thesis might well be 
made compulsory reading for all those who 
play at making a new economic order. 


M. J. Bonn 
Hamilton College 


The World after War: A Program for Post-war 
Planning. By Henry BamForp PARKES. 
New York: Thomas Y. Crowell Co., 1942. 
Pp. vii+240. $2.50. 

This is a remarkably sane book which should 
be read by all who want to explore the roads 
leading to the world after the war. The author 
does not offer one of those blueprints on which 
well-meaning people register their more or less 
well-justified aspirations. He is content with 
describing, analyzing, and appraising the con- 
ditions of the past and the forces on the co- 
operation of which the future depends. He does 
not plan history; he explains it. 

The book is divided into six parts: “From 
Versailles to Pearl Harbor”; “Justice and 
Power”; “The Foreign Policy of the United 
States”; “The League of Nations”; “Federal 
Union”; and “Can the United Nations Stay 
United?” With the exception of “Justice and 
Power,” the heading of each section informs the 
reader plainly of its main content. 
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In the second part the author deals with the 
antinomy of democracy and empire, pointing 
out rightly that the days of racial domination 
are drawing to a close—at least as far as the 
Asiatic nation. are concerned. His opinion that 
the Chinese have been free of Europe’s im- 
perialist arrogance is scarcely borne out by 
Chinese kustory. The philosophy of Confucius 
is no more identical with Manchu-Chinese 
statccraft than Prussian policy is identical 
with Kantian doctrines. Now we are in danger 
of romanticizing China and India, just as we 
romanticized Anglo-Saxon empire-makers half 
a century ago. 

The author’s most useful discussion is on 
iederal union and its several aspects. As no 
scheme of federation can give full protection to 
permanent minorities, the author, who appreci- 
ates the value of small nations in the frame of 
the world, is rather skeptical. He looks forward 
to a flexible co-operation of the great Allied 
powers, not to rigid constitutions. He shows 
everywhere a praiseworthy combination of 
knowledge, judgment, and hope. 

M. J. Bonn 
Hamilton College 


Germany’s Master Plan: The Story of Industrial 
Offensive. By JosePH BorKIN and CHARLES 
A. WetsH. New York: Duell, Sloan & Pearce, 
Inc., 1943. Pp. xviiit+-339. $2.75. 

Thurman Arnold, introducing the book, de- 
scribes it as “a brilliant and arresting exposition 
of the results of the disease of cartelization.” 
It is essentially an instructive case study of I. 
G. Farben, the German dye trust, particularly 
with regard to its international affiliations and 
ramifications. One of the authors has been for 
many years economic adviser to the Antitrust 
Division of the Department of Justice; the other 
is a cartel expert for the Office of Price Adminis- 
tration; and much of the material is based upon 
hearings before congressional committees, such 
as the Bone and Truman committees and the 
Temporary National Economic Committee. 

The authors regard cartels in general and I. 
G. in particular as Germany’s master-plan for 
conquest. They served as bases for the German 
Wehrwirtschaft and as instruments destined to 
weaken the war potential of democratic coun- 
tries. “Wherever there was a cartel before, in 
1942 there was a military shortage” (p. 13). For 
Germany, international cartels became spear- 
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heads of aggression. Much of the life-history of 
I. G. Farben that follows bears out the state- 
ment, made in 1920, by a foreign representative 
of the Du Pont company: “Disarmament is 
a farce while Germany retains organic chemical 
monopolies” (p. 32). The war economy of 1914 
became the cartel economy of Weimar, and later 
that of totalitarian war. ““The hierarchy of agree- 
ments in the chemical and explosives industries 
approaches world-rationalization” (p. 91). The 
book then analyzes the intricate meshwork built 
around the I. G. for the control of dyestuffs, 
plastics, drugs, synthetic rubber, aluminum, 
magnesium, beryllium, and a number of other 
strategic materials, undoubtedly bearing out the 
statement that “cartels are private govern- 
ments” (p. 154). 

New material, hitherto generally inaccessible, 
is presented only with respect to the various 
agreements concluded by the I. G. and its sub- 
sidiaries with American industries. Quotations 
from some of these are given verbatim and give 
excellent insight into that strange mixture of 
“cupidity with stupidity.” I. G. itself is defined 
as “an agglomeration of monopolies and an ag- 
gregation of cartels” (p. 33). The authors coin 
the term “panopoly” for this entity, which they 
describe rather than define. Although the re- 
viewer finds himself in substantial agreement 
with the main thesis that cartels were among the 
major instruments of German expansion and 
that their plan was premeditated, it is difficult to 
focus the blame almost exclusively on I. G. 
Farben or to believe that “Krupp is I. G. Dye- 
works.” There was a certain uumber of other 
cartels in steel, coal, etc., the combined strength 
of which paralleled that of I. G. The book does 
not give much help to those who would like to 
study in greater detail the relationships between 
the cartels and the Nazi government since 1938. 
Nothing is said about the newly created Reich 
associations or about the political and economic 
weight of the new party-favored supercombines 
like the Hermann Goring Works. The reader is 
left wondering what happened to I. G. under the 
full impact of the war economy. It may be, as 
the authors believe, that “Germany struck too 
soon” (p. 3). 

Those who look for original source material 
will be well advised to consult German publica- 
tions on the subject. The present book is based 
mainly on material published in this country, not 
necessarily documentary in every detail. The 
general public, however, will find the book a 
stimulating and revealing account of the realities 
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of international and national trade in the past 
decades. The question remains whether we can 
share the Arnoldian optimism and faith in a re- 
vival of competition or whether new types of in- 
ternational control may be necessary to curb the 
I. G.’s—past and future. 

FRANK MuNnkK 
University of California 

Berkeley 


The Needle Trades. By Jor SEIDMAN. New 
York: Farrar & Rinehart, Inc., 1942. Pp. 
xvili+356. $2.50. 

Dr. Seidman’s The Needle Trades is a com- 
petent, conscientious, and useful contribution 
to the history of American unionism. The book 
is one of a series of studies of “Labor in Twen- 
tieth Century America.” Different from many 
studies of this kind, this effort treats its subject 
whole, not piecemeal; it combines union history 
with an analysis of the industry; it relates the 
efforts at union organization to the historic and 
psychological setup within which the efforts 
were made. The author views union policy in the 
full complexity of the circumstances which at- 
tend its determination, such as the structure of 
the industry, the social and sociopolitical back- 
ground of the people in the industry, and the 
interaction of the inmigrant personnel of the 
industry with the American milieu in which it 
functions. 

The industries covered in the study employ 
close to one million workers. The total output 
of these industries, as measured in dollar vol- 
ume, amounted to over three billion as of 1939. 
The industries are: manufacture of men’s 
and boys’ clothing, of work clothes, of ladies’ 
garments, of hats and millinery, and of fur 
clothes. The Amalgamated Clothing Workers 
of America and the International Ladies’ Gar- 
ment Workers’ Union represent the major in- 
dustries in the needle-trades group, and the 
United Hatters, Cap and Millinery Workers 
International Union and the International Fur 
and Leather Workers Union are the two organi- 
zations of the smaller industries. Of course, 
there is the still surviving United Garment 
Workers of America, lodged primarily in the 
work-clothes-making industry. 

The remarkable evolution of collective-bar- 
gaining processes in this group of industries is 
most interesting because of the fiercely com- 
petitive, financially weak character and the 
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technically moribund condition of these 
branches of manufacture. The needle trades 
have indeed been the home of collective bar- 
gaining in its most sophisticated form. Other, 
older and stronger, industries (printing, build- 
ing, railroads) practiced trade agreements, 
arbitration, and mediation before the needle 
trades became an articulate element in labor- 
industry relations. But needle-trades unions 
have considerably improved on the old prac- 
tices by approaching the problems of collective 
bargaining dynamically; the labor-industry 
static pact was developed into a dynamic rela- 
tionship, continuing and evolving in line with 
the relevant living and changing circumstances 
of time and place. 

The author did not hesitate to delve into 
the area of intraunion politics, factional fight- 
ing—with an ideological lining, of course—and 
he emerges with considerable success in avoid- 
ing partisanship. Himself anything but a “pro- 
tagonist” of the communist “factioneers,” Dr. 
Seidman gives them a square deal. Likewise, he 
does not assume that perfection reigns supreme 
on the side of the “rights.” 

In the chapter “Problems Ahead” the au- 
thor ruefully observes that “men will be found 
in every union, as in every other walk of life, 
who are arbitrary or selfish, autocratic or mis- 

In the needle trades unions there 
has been some mismanagement, some violence. 
some corruption, some racketeering, some 
greed.” He says these evils “have been present, 
on the whole, to a relatively minor degree.” 
And he thinks, without attempting to prove the 
point, that “conservative unions... . have 
been marked by the same evils, and usually to 
a far greater extent.” 

The point here, presumably, is that there is 
more idealism and hence more honesty, both 
material and intellectual, to be found in the 
unions with a progressive or ideologically radical 
leadership and membership than can be found 
in the conservative union group. Experience 
will not bear out the generalization. It will not 
be difficult to show, on the record, that pro- 
gressively led unions sometimes succumb to the 
evils of autocracy, racketeering, and violence, 
even as do unions in the conservative category, 
and that idealism and honesty are neither the 
exclusive nor the predominant characteristics of 
any group of unions, whether radical, pro- 
gressive, or conservative. It is not the particular 
ism to which the leaders or the members of a 
certain union adhere that determines allergy to 
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or immunity from the evils at issue. In reality, 
it is the structure of an industry, the inner 
relationships of the component parts of an in- 
dustry, and / or the political milieu in which a 
particular industry—let us say, certain build- 
ing trades or certain services—operates, that 
matters most in this respect. 

Dr. Seidman’s rather pronouncedly sym- 
pathetic attitude to the union group with which 
he is dealing in his book does not blind him to 
the fact that democratic procedure therein is 
not always what it ought to be, and in this 
connection he puts forth the somewhat puzzling 
thesis: “The very fact that the leadership of a 
union is able may allow it more easily to build 
a machine that may smother democratic rights.” 
Not suggesting that able leaders should not be 
allowed to stay in office long or that they should 
not be elevated to office at all—and how will 
able people be kept out?—he makes this op- 
timistic suggestion: “In the educational pro- 
grams fostered by some of the unions lie the best 
guarantees that the rank-and-file members will 
know how to participate in the life of their 
union and insure their democratic control.” 
Educational activity is undoubtedly useful; but 
it presents no assurance of achieving this end, 
not if the “able administration” is opposed to it. 
An educational program totally controlled by 
union administrations will no more tend to 
educate the membership away from the con- 
trols and the power practices of a given union 
administration than an educational program 
tightly controlled by, let us say, the Repub- 
lican or the Democratic party machine would 
be likely to lead the electorate away from the 
political domination of the party in power. 

The needle-trades workers, over several dec- 
ades, were recruited from immigrant stock—a 
situation which has changed in recent years. 
The leadership of both the unions and the in- 
dustry managements likewise was less home- 
spun in the needle trades than in other indus- 
tries. Dr. Seidman takes cognizance of the 
fact, and he relates this circumstance to the 
particular characteristics of both the union 
policy and the union-management contacts in 
the needle trades. With one observation made 
by the author this reviewer registers disagree- 
ment. Dr. Seidman credits the predominant im- 
migrant complexion, in the early stages, of 
both the members and the leaders in these 
unions, with much responsibility for the pro- 
gressive alertness and the keen social-minded- 
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ness of the movement studied in the book. He 
writes: 

To the immigrant workers who built the needle 
trades organizations, unionism has meant more than 
a business institution for getting higher wages and 
better working conditions. It has meant a social out- 
look, a way of life, a philosophy worthy of passionate 
devotion. It has carried their hopes and their 
dreams, not merely for themselves and their chil- 
dren, but for all workers, for society as a whole. It 
has been the social institution foremost in their 
thoughts, closest to their hearts. It was through the 
unions, therefore, that they sought education and 
cultural advance, co-operative housing and social 
insurance. It is this conception of the labor move- 
ment, entertained by a high enough proportion of 
the membership to lend color and direction to the 
whole, that has been the most distinctive feature of 
the needle trades unions. 

It is a good paragraph on which to close the 
book, as Dr. Seidman does. But the assertion 
is less than gospel truth. If unions with a lim- 
ited volume of immigrant strains in their tex- 
ture have not shown as much of so exalted a 
“conception of the labor movement’’—and, 
indeed, many have—there is reason to ask: 
Has there been leadership to try and a failure 
to respond when they tried? We need not go so 
far back as, for instance, the Eugene V. Debs- 
led American Railway Union or, later, the 
I.W.W., before it began to deteriorate. We can 
find other examples in local efforts: the Chicago 
Federation of Labor in the tens and twenties; 
the Seattle Federation of Labor; the machinists; 
the miners under native leadership up to the 
John L. Lewis days, and, later, when the 
“Chief” took a plunge into progressivism. 
There is no reason to doubt that the people who 
produced a Lincoln, a Jefferson, a Wendell 
Phillips, could also produce the equivalent of 
these men in their labor leadership. 


J. B. S. HARDMAN 
New York City 


Economics and Problems of Labor. By Puttip 
Tart. Harrisburg, Pa.: Stackpole Sons, 
1942. Pp. xx+994. $4.00. 

This is a catalogue of data on labor problems, 
extremely useful as a reference work aside from 
its qualities as a text, in which it is possible to 
find information ranging from the date of the 
first mill in the United States for the production 
of machine-made cotton to the operations of 
Jake (“The Bum’”’) Wellner in Brooklyn. The 
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volume opens with a chapter on the rise of 
modern industry and proceeds to discuss un- 
employment and its alleviation, accidents and 
occupational diseases, problems of the aged, 
sickness and its prevention, special groups in 
the labor force, hours of work, and wages and 
income, in the order listed. The latter half of 
the book is devoted to organized labor and in- 
dustrial relations. 

There are a number of pairs of alternatives 
between which an author must choose or which 
he must combine in certain proportions. With- 
out any implication as to the correctness of 
Professor Taft’s positions, a statement of his 
choices will make the character of the text clear. 
As between seeing the forest or the trees, he has 
chosen the latter, relying on the student to at- 
tempt the synthesis. He has, furthermore, laid 
siege to his individual topics rather than pen- 
etrate them. Some idea of the relative impor- 
tance of data and analysis in the volume can 
be inferred from noting that “Political and 
Economic Issues in a Program of Social Secur- 
ity” are discussed in slightly more than one 
page, the same amount of space that is given 
to the causes and prevention of lead and arsen- 
ical poisoning (pp. 243-44 and 196-97). An 
analysis of merit rating in unemployment com- 
pensation and a summary of women’s wages in 
power laundries in twenty-two cities receive 
equal attention. The theory of permanent un- 
employment is covered in three pages; the dis- 
cussion of employment exchanges runs to ten 
pages (pp. 71-74 and 86-96). 

Professor Taft does not argue that modern 
social economic organization is based on price 
and price movements, nor does he choose to 
state and analyze labor problems against that 
background. Both orthodox and Keynesian 
price theory play unimportant roles in the text, 
the author’s position being illustrated by a com- 
ment from his discussion of wage policy. “Ac- 
tually the economist’s argument is enclosed in 
a compound labeled Ceteris Paribus [Other 
Things Being Equal] which has no contact with 
the actual world” (p. 409). On the Keynesian 
controversy Professor Taft writes: “Although 
there have been many bitter polemics directed 
at the author and his work, Keynesian eco- 
nomics can be countered only by the presenta- 
tion of an alternative policy” (p. 73, italics 
mine). 

The author of a text on labor problems must 
also decide between an emphasis on problems 
on which social policy is fairly definite and em- 
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phasis on those on which it is still uncertain. 
The most difficult problems of policy are raised 
by the latter, and Professor Taft follows a com- 
mon practice in minimizing the attention paid 
to them. The brevity of the section (seven 
pages) on the very broad and unsolved prob- 
lems of social control of the labor movement is 
a case in point (pp. 962-69). 

Although in itself the elaborate and well- 
organized presentation of the data may provide 
the student with essential material, Professor 
Taft’s text, like many others, does little either 
to stimulate the student’s interest in labor prob- 
lems or to develop his analytical abilities. Such 
stimulation and development are imperative 
if the student is later to assume responsibility 
as a citizen. Whether a text should be required 
to assist the student along these lines is an 
open question. 

CHARLES E. LiInpBLoM 


University of Minnesota 


Workers’ Education: A Wisconsin Experiment. 
By Ernest E. SCHWARZTRAUBER. Madison: 
University of Wisconsin Press, 1942. Pp. 
xii+182. $1.00. 


Mr. Schwarztrauber, who has been director 
of the Wisconsin School for Workers since 1937 
and associated with workers’ education in the 
state since 1930, has written an excellent account 
of this educational experiment. He presents the 
essential facts, well organized, summarized, and 
interpreted. The result is a readable, thought- 
provoking little book. 

Mr. Schwarztrauber presents the Wisconsin 
School as a part of the labor history of Wisconsin. 
It is that; but, even more perhaps, it is a part 
of a concurrent development of similar schools 
with similar problems at various places through- 
out the country, a fact he does not make clear. 
The unique feature of the Wisconsin School is 
its state support. Mr. Schwarztrauber is not, the 
reviewer would say, entirely fair to the intelli- 
gence and ideas of those he inevitably describes 
as “middle-class, idealistic intellectuals” who 
promoted and supported these schools. True, 
they were not all John R. Commonses, whom he 
describes as the spiritual and intellectual foun- 
tainhead of the Wisconsin enterprise. But nei- 
ther was Wisconsin labor made up entirely of 
men like Henry Ohl, president of the State 
Federation of Labor from 1917 to 1940, @ con- 
vinced and consistent supporter of an educa- 
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tional program. In other connections Mr. 
Schwarztrauber emphasizes the fact that educa- 
tion of the sort he describes has to be sold to the 
workers, as well as to others, and that individ- 
uals outside the ranks of organized labor, as 
well as within, are responsible for it. 

Onewishes, however, that otherswho write the 
history of educational experiments with which 
they have been identified could be as candid 
and objective as Mr. Schwarztrauber. Rarely 
can they be other than partisan and continue to 
argue the case for their project rather than ap- 
praise the results actually secured. Unstinted ad- 
miration for Mr. Schwarztrauber’s achievement 
in this respect! 

Asalleducators would expect, the history of the 
Wisconsin School is in large part the history of a 
struggle properly to define its peculiar objectives, 
interpret them to the public, and express them 
in curriculum and teaching methods. The main 
function of workers’ education, as Mr. Schwarz- 
trauber sees it, is the “implementing of organized 
labor.” Economics since 1930 has been the core 
of the curriculum of the Wisconsin School and 
“has consistently had one main purpose—to be 
of immediate value to organized workers.” In 
his argument that such education is a proper 
function of the state Mr. Schwarztrauber refers 
again and again to the educational services of 
the University of Wisconsin to the farmer and 
businessman: for the farmer there is the School 
of Agriculture, the “short course,” the Exten- 
sion Service; for the businessman, the School of 
Commerce; for both, extensive research projects. 
The difference, of course, is that these services 
are not offered to them as organized groups; 
economics is not the core of the curriculum; the 
education offered is vocational as in the other 
professional schools. Workers’ education, on the 
other hand, is nonvocational; it is designed to im- 
prove not the workers’ industrial skills but the 
efiectiveness of trade-union leaders. 

The second struggle that makes up the history 
of the School concerns the matter of control. 
The issue was not who within the University 
should control curriculum and appointments but 
whether the University or labor should have 
final authority. Mr. Schwarztrauber explains 
why Wisconsin labor sought control. From ex- 
perience, he says, this group suspects “academic 
standards” and fears unfairness to organized 
labor from those associated with the public 
school system at any level. Mr. Schwarztrauber 
does not discuss what many would regard as the 
basic issues here at stake, especially for a curric- 
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ulum with economics as its core; nor does he 
suggest that these issues have been put before 
Wisconsin labor, either as a part of an educa- 
tional program or otherwise. He does not in- 
dicate whether farmers and business should have 
the same rights as labor within appropriate juris- 
dictions. He does conclude, however, that the 
University must control the program for work- 
ers’ education, since contending groups within 
organized labor make control by it at present 
impossible. 

Hazet Kyrx 
University of Chicago 


Doors to Jobs: A Siudy of the Organisation of the 
Labor Market in California. By Emmy H. 
HuntTIncTon. Berkeley: University of Cali- 
fornia Press, 1942. Pp. xviiit+-454. $3.50. 


Students of labor problems have long recog- 
nized that one important approach to the prob- 
lem of unemployment was a better organization 
of the labor market. While such an organization 
does not create jobs, it does reduce the time re- 
quired for a worker to find a job. This book pre- 
sents the results of a field study designed to give 
an accurate and scientific description of the 
facts about placement agencies in California in 
1938. The study, directed by Dr. Emily H. 
Huntington and financed jointly by the Heller 
and the Rockefeller foundations, is based on a 
geographical sample, including important indus- 
trial centers and typical agricultural areas in 
the state, and covers a total of 236 agencies. 
Results were cross-checked by interviews with 
202 industrial employers and with 165 growers 
and processors of agricultural crops. 

Dr. Huntington presents understandingly 
the problems of the California State Employ- 
ment Service, which entered the placement field 
in a period when employers could easily fill all 
jobs from applicants at the gate. The study of 
fee-charging agencies largely corroborated the 
literature on the subject. Although some agen- 
cies were ethical in their dealings, others were the 
subject of frequent complaints filed under the 
California Employment Agency Law. Limited 
staff led to inadequate enforcement of this law. 
Labor contractors, a particular type of inter- 
mediary between workers and growers on Cali- 
fornia’s industrial farms, were the subject of a 
special study by Mary Gorringe Luck, research 
associate of the Heller Committee. Trade-un- 
ions were found to have organized the labor 
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market in varying degree, depending in large 
measure on the strength of the union in the field; 
and employers’ associations had also organized 
placement agencies, most frequently as a way of 
providing nonunion workers. 

Dr. Huntington believes that the California 
State Employment Service can become the co- 
ordinating agency for the organization of the 
California labor market. The Service should be 
extended in wide areas, but it should co-operate 
with rather than replace agencies serving spe- 
cial occupational groups such as nurses, teach- 
ers, and actors. 

It is unfortunate that there was such a long 
delay in the publication of the results of the 
study. Even before the war some of the worst 
difficulties of the State Employment Service had 
been corrected. With the present shortage of 
workers, federalization of the Employment 
Service, and predicted programs of the War 
Manpower Commission, the picture is entirely 
changed. It would be desirable if the Heller 
Committee could make subsequent surveys to 
ascertain present facts and recommend ways in 
which permanent gains could be carried over 
into the future. As a minor suggestion, one 
might add that the book would be more usable 
if it contained a detailed index in addition to 
the Table of Contents. 


Morrison HANDSAKER 
Occidental College 


The Spirit of the Age. By Joun StuART MILL. 
Introductory Essay by F. A. von HAYEK." Chi- 
cago: University of Chicago Press, 1942. Pp. 
xxxiii+94. $1.50. 

“Men are henceforth to be held together by 
new ties, and separated by new barriers, for the 
ancient bonds will no longer unite, nor the ac- 
cient boundaries confine.” The identity of Mill’s 
prophecies made during the struggle for the first 
British Reform Act with those current today in 
a similar fluid state of European society is one 
reason for the rescue of his essay from the semi- 
obscurity of the files of the Examiner newspaper 
from January to May, 1831. Professor von 


* Professor von Hayek has asked that it be 
drawn to the attention of readers of his edition of 
The Spirit of the Age that the discovery of the orig- 
inal of the letter quoted on p. xxxi of his Introduc- 
tion from the Life and Labours of Albany Fonblanque 
shows that this letter was written by James Mill 
and not by John Stuart Mill. 
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Hayek brings forth another reason in the glimpse 
of 

the young Mill in the years when he had just 
broken away from the inherited views and in the 
enthusiasm of his discoveries went much further 
than sober reflection would allow him to remain: 
.... in many ways a more attractive figure than 
the zealous sectarian of his early days or the austere 
and balanced philosopher of mature years. 


His discoveries were the philosophy of history 
as a process of gradual development through 
necessary “stages in civilisation” and the great 
possibilities of a scientific sociology. Mill con- 
ceals his sources, probably to avoid British prej- 
udice against foreign ideas in that era of provin- 
cialism; their identification as the Saint-Simon- 
ians, the early Comte, and German historical 
thinkers is the chief purpose of Professor von 
Hayek’s admirable Introductory Essay. 

The Spirit of the Age represents the most con- 
servative point reached by Mill’s political think- 
ing. Guided by the prineiple that “human na- 
ture must proceed step by step, in politics as well 
as in physics,” it accepts feudalism and the au- 
thoritative church as the best possible institu- 
tions for the Middle Ages and, while urging a 
Reform Act as the necessary recognition of the 
change in the balance of economic power and of 
political intelligence and competence, looks be- 
yond the present “age of transition” to a “natu- 
ral state of society,” whose institutions will be 
as stable as those of the Middle Ages, based up- 
on “authority” of “received opinions... . in- 
disputedly exercised by the most competent per- 
sons” (for “the great majority of mankind will 
need the far greater part of their time and exer- 
tions for procuring their daily bread’’). One re- 
cognizes the “organic” and “critical” periods of 
the Saint-Simonians and Comte’s dream of social 
science in which liberty of conscience will be no 
more valid than in physics or chemistry. But the 
Saint-Simonians have not shaken Mill’s faith in 
economic competition, private property, and in- 
heritance, although his professed skepticism con- 
cerning “universal principles of human nature” 
will soon destroy his confidence in a deductive po- 
litical economy based upon the “economic man.” 
Mill is ready to make his summer of 1831 pilgrim- 
age to the Lake Country to meet Southey and 
Wordsworth, and, on his return, to be himself 
sought out, because of this Spirit of the Age essay, 
by Carlyle, with consequent modification of his 
economic opinions toward the left. One hopes 
that Professor von Hayek will go on to identify 
the German influences on Mill at this time, com- 
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ing through Mrs. John Austin and the Cole- 
ridgeans, as precisely as he has here identified 
the French, coming through Gustave d’Eichthal. 


Emery NEFF 
Columbia University 


Economic History of Europe, 1760-1939. By 
Ernest L. BoGart. New York: Longmans, 
Green & Co., 1942. Pp. xiii+734. $4.50. 


I believe Professor Bogart’s first textbook 
on American economic history appeared in 
1907, and its successive editions and expansions 
have long been standard equipment in that 
subject. Now, full of years and teaching ex- 
perience, he turns to the modern European 
field. He started to till this alien soil because 
“there was [then] no satisfactory text on the 
subject”; and, although “this lack has since 
been corrected,” he decided to complete his 
self-imposed task. His purpose was to give a 
“functional account of economic institutions 
during the last 175 years, and to explain the 
consequent changes in the economic activities 
and structure of society.” He hopes the reader 
will be “helped to understand the genetic char- 
acter of economic development and be stimu- 
lated to further reading.” 

“Functional” and “genetic” are worthy 
words, but the book does not supply any clear 
indication of their meaning. What it does give 
is a treatment marked by three characteristics: 
(1) a chronological account in three acts, with 
1870 and 1914 as the great divides; (2) a set 
series of scenes in each act—agriculture, in- 
dustry, commerce and commercial policy, 
transportation, money and banking, labor and 
the labor movement, population and welfare 
(only twice is this rigid program varied, once 
by a treatment of the causes and consequences 
of World War I, and once by a survey 
of “new forms of economic organization” 
[Sovietism, Fascism, and National Socialism]); 
(3) concentration on three political units— 
Britain (with ill-defined boundaries), Germany, 
and France. Apart from the brief glance at Italy 
and Russia since 1920, the rest of Europe is 
ignored. Belgium, Holland, Denmark, Ru- 
mania, and Austria-Hungary do not even ap- 
pear in th» Index. There is thus no picture of 
the unity or of the diversity in unity of the 
European economy. 

The chronological boundary posts divide 
the story into “The Rise of the Machine” 


(1760-1870), “Economic Rivalries” (1870- 
1914), and “Economic and Political Revolution” 
(1914-39). Such a division has demerits as well 
as merits, but the author does nothing to ex- 
plain why he drove in his posts where he did. 
The rigid division into topics has few merits; 
the relationship between such sections as in- 
dustry and commerce or between labor and the 
labor movement, on the one hand, and popula- 
tion and welfare, on the other, is left unrevealed; 
and it is hard to understand why agriculture 
should be the first subject to be treated in the 
third period just because it had come first in 
the two earlier sections. The topical headlines 
are not very happily chosen. Is “British Labor 
Becomes Conservative” a revealing heading for 
1870-1914, or “Labor Comes into Its Own in 
Britain” for the years 1914-39? Are “France 
Misses Her Opportunity,” “Britain Struggles 
for Leadership,” and “Germany’s Recovery” 
good pegs on which to hang the history of 
European industry since 1914? Why .is com- 
merce chiefly thought of as foreign trade? Why 
does industrial organization omit joint stock? 
Why does welfare cover only the welfare of 
wage-earners and not that of the middle classes 
or the rich? 

The book is rather a collection of facts on a 
series of subjects than an attempt at interpre- 
tation or synthesis. Perhaps a text should be 
that. It may be useless to fill students’ minds 
so full with the @ la mode of generalizations 
that they have no room for the solid factual 
pie, and maybe the interpretations can be left 
to lectures and class discussions. Let under- 
graduates get the facts from the books; then 
they have some basis for understanding. If this 
be so, let the facts be chosen with an eye to 
their significance rather than to their free-and- 
equalness, and let them be checked and double- 
checked to make sure that they are as accurate 
as possible. The students can be relied on to 
twist and maul them so badly that a long vaca- 
tion is necessary to allow the teacher to forget 
the errors he has read in a batch of examination 
papers. Unfortunately, Professor Bogart has 
been rather remiss in his checking. The Fire of 
London was in 1666, not in 1661. Watt’s part- 
nership with Boulton was in 1775, not in 1771. 
I think German capital investments abroad in 
1914 are usually estimated at $6,000,000,000, 
not $8,000,000,000. The Black Death did not 
give the deathblow to serfdom, and Edin- 
burgh is about 400 miles from London, not 200 
miles. Statistical tables are generously but not 
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very critically supplied. The wrong conclusion 
is drawn from at least one of them (p. 481), 
where increased French consumption of tea, 
coffee, cocoa, sugar, and beer from 1871 to 1910 
is given as a measure of the rising standard of 
living, whereas it was primarily due to the need 
for finding new drinks because of the fall in 
wine production during the decades of the 
phylloxera plague. Another table (p. 369) re- 
peats, for the second time in recent textbooks, 
the erroneous assertion in the Encyclopaedia 
of the Social Sciences (VIII, 194) that the United 
States’ share of world trade jumped from 11 to 
15 per cent between 1900 and 1913. 

One final grumble. How did Longmans, 
British publishers since 1724, let the author 
get away with such a typographical monstros- 
ity as “x pound” for £1 (p. 240)? We still 
await the heaven-sent textbook on modern 
European history. Perhaps even the celestial 
authors find the task too difficult. 


HERBERT HEATON 
University of Minnesota 


The Economic Development of the American Na- 
tion. By REGINALD C. McGrane. Boston: 
Ginn & Co., 1942. Pp. xii+691. $3.75. 


The thesis of this volume—if there is such a 
thing as a thesis in a text on economic history— 
is that economic life cannot be studied in a 
vacuum. Such life and development are only 
a part of a great stream of human forces which 
include not only policies and details of making 
and spending money for a living but a full as- 
sortment of all other social and physical forces 
which compose the dynamics of this stream. 
Political forces, for example, are mingled with 
the economic to such an extent that separation 
becomes impossible. This same mingling is 
equally true with the human environment. In 
short, the author has departed quite a way from 
traditional methods of presenting the economic 
substance. He is to be praised for that. It is 
something of a departure from the stock 
methods of analysis to organize material around 
“successive periods of prosperity and depres- 
sion.” He has not moved as far in this direction 
as this quotation would indicate, as is shown 
by his procession of chapters; but, at that, there 
has been a notable departure. This method is 
a venturesome undertaking because of the 
difficulty of identifying, at least in separate 
categories, the periods of depression and pros- 
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perity. For example, in what we used to call 
the “New Era,” this country was said to have 
enjoyed an “avalanche of prosperity” (1922-29), 
but the farming industries, as a whole, were on 
the underside of the avalanche. In fact, some 
persons have taken the point of view that de- 
pression is the normal state of agriculture; hence 
the perpetual need for government aid to lift 
this industry from the perennial shadows of 
distress. 

If the author has given us a new thesis in 
this volume, at least we feel at home by virtue 
of the fact that we recognize most of the old 
topic heads. Thus, resources, money, banking, 
manufacturing, farming, foreign trade—our old 
friends—are there in sufficient profusion to give 
the student an adequate understanding of what 
men and governments have been doing with 
respect to each and all these things. The author 
has done a creditable job in humanizing his 
material. But this particular attitude of the 
historian needs further amplification. We want 
to know not only the aspirations of the masses, 
as expressed by editors and publicists, but those 
of small groups of men and women who are 
gifted with what we call creative, and per- 
haps saving, and maybe security, instincts, and 
how these express themselves in economic and 
political action. Much more, from the his- 
torian’s point of view, we want to know the 
effect of all these on the torrent of American 
economic development. Perhaps this is a big 
order for the historian, but until this job is 
done we will remain in ignorance as to the main 
forces that lie behind the growth. 

For all that, Professor McGrane has per- 
formed an admirable task in putting his mate- 
rial in pleasing form. The appearance and 
mechanics of the volume are good. Whether, 
from the author’s system of exposition, the 
student will be able to grasp in an organized 
way the main trends of our economic develop- 
ment will depend partly upon the teacher. At 
that, a self-teaching book is not good para- 
phernalia for the classroom. 


Isaac LIPPINCOTT 
Washington University 


Public Policy: A Yearbook of the Graduate School 
of Public Administration, Harvard University, 
1942. Edited by C. J. Frrepricn and Eb- 
warp S. Mason. Cambridge, Mass.: Grad- 
uate School of Public Administration, Har- 
vard University, 1942. Pp. vii+275. $3.00. 
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This is the third in the series of annual 
volumes published by the Harvard Graduate 
School of Public Administration. This year the 
editors havé chosen to stress certain problems 
of American society in the war emergency, in- 
cluding various aspects of war morale and 
civil liberties, labor, war finance, and govern- 
ment. 

The first two papers, by Gordon W. Allport 
and Edward L. Bernays, are concerned with 
the definition of “‘morale,” the basic conditions 
from which morale springs, the means whereby 
it may be evaluated, and the measures that 
may contribute to the maintenance or 
strengthening of national morale in time of 
war. Papers by David Reisman and Allan B. 
Overstreet deal with the problem of civil 
liberties—acute in time of war, but ever present 
in modern industrial society—and survey the 
administrative means of safeguarding such lib- 
erties under our federal system. 

Three papers on labor and the war, by D. 
H. Davenport, Earl G. Latham, and Charles 
E. Wyzanski, consider the problems of mobi- 
lizing and distributing labor resources to meet 
the needs of war industries, compare our 
national policy with respect to labor supply, 
wages, and strikes during the first World War 
and the present, and examine the available 
techniques for the disposition of labor disputes 
in wartime. 

Four widely varied papers by James Tobin, 
Wayne C. Grover, Lawrence L. Barber, Jr., 
and Alvin Hansen canvass the possibilities of 
statistical forecasting of national income and of 
commodity requirements in planning for na- 
tional defense, outline the techniques and prob- 
lems of control of industrial mobilizaiton, 
examine the impact of the expansion of war 
industry in a representative community (Quincy, 
Massachusetts), and consider the implications 
of wartime changes in economic structure for 
post-war economic policy. 

Although the papers, representing the com- 
bination of “the experience of the practical 
administrator with the detachment of the 
scholar,” traverse relatively little new ground, 
they are, on the whole, interesting and useful. 
Of particular interest is David Reisman’s 
thought-provoking discussion of civil liberties 
in a period of transition. After reviewing the 
various tests of civil liberties that have been 
formulated by our courts in interpreting the 
constitutional guaranties, the author proceeds 


to stress the need for a reorientation of our 
concept of civil liberties. Thought of tradition- 
ally in terms of freedom from repression by the 
state, Mr. Reisman urges that civil liberties 
must be viewed positively, in terms of oppor- 
tunity for individual participation and self- 
expression in the economic and social, as well 
as political, life of the community. Thus 
viewed, the protection of civil liberties becomes 
not merely the erection of safeguards for the 
individual as against the state but, even more, 
the prevention of abuse of power or domina- 
tion throughout the manifold relationships of 
economic and social life. A “positive” concep- 
tion of civil liberties leads to the invocation of 
the state to act as arbiter and guardian where 
men or groups are of unequal strength and 
where otherwise a non-self-enforcing freedom 
would be no more than a hollow shell. Only by 
achieving a positive philosophy of civil liber- 
ties and only by positive measures to “excavate 
and strengthen latent social forces which favor 
man’s development” does Mr. Reisman believe 
we can escape the “erosion of traditional be- 
liefs” and widespread loss of faith in political 
and social democracy that leads to the “des- 
perate emergency that is called fascism.” 

Likewise of more than passing interest are 
Mr. Wyzanski’s consideration of the techniques 
and standards of governmental adjudication of 
labor disputes during the war and Mr. Tobin’s 
rather heroic endeavor to forecast wartime na- 
tional income and demands for certain goods on 
the basis of governmental defense expend- 
itures by projecting, with allowances for trend, 
certain relationships that he found to have pre- 
vailed between national income, consumption, 
savings, and investment (including govern- 
mental expenditures) during the period 1922-37. 
Despite the conceded hazards of extrapolation, 
particularly under war conditions, Mr. Tobin 
regards an imperfect tool as better than none. 

Finally, the reader will scarcely be sur- 
prised to find that Professor Hansen sees the 
only hope of avoiding post-war economic 
chaos in a program of international collabora- 
tion to maintain full employment in the major 
countries, supplemented by co-ordinated pro- 
motion of investment in industrially back- 
ward countries, aimed at the ultimate improve- 
ment of living standards and the achievement 
of stability throughout the world. 


A. M. MclIsaac 
Princeton University 
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The Tennessee Valley Authority: A Study in 
Public Administration. By C. HERMAN 
PritcHett. Chapel Hill: University of 
North Carolina Press, 1943. Pp. xiii+333. 
$3.50. 

“The major emphasis of this book is upon 
the administrative achievements of the T.V.A., 
which are in their way as spectacular as the 
dams and powerhouses. These achievements 
include the demonstrations which the Authority 
has given in use of the business corporation for 
public purposes, its non-political management 
of a major public service, in wholesome federal 
decentralization, in a dynamic personnel pro- 
gram, in cooperation rather than competition 
with state and local government agencies— 
in short, in the meaning and potentialities of 
able and effective public management.” Thus 
Dr. Pritchett states his aim; and he has more 
than realized it in his study, for he gives the 
reader in his first 144 pages an able summary 
of the substantive program of the T.V.A., as 
well as a brief account of the historical and 
physical setting, in which the power program, 
so much to the fore in public discussion, is 
rightly placed in proportionate relation to 
water control and regional development and 
thus given really a far greater significance than 
it would have merely as a program of public 
power ownership and operation. Of the re- 
maining 177 pages, there are chapters on ad- 
ministrative organization, on relations with the 
President, on “corporate freedom” (in which 
the author’s special knowledge of government 
corporation experience serves him usefully in 
his appraisal of the actual relation of the 
T.V.A. to Congress, to the courts, to the 
accounting and auditing procedures of the 
national government, and to other agencies), 
on personnel administration, and a final chapter 
of estimate and appraisal. The student of the 
government corporation device will find Prit- 
chett’s discussion indispensable, and his account 
of personnel techniques and policies should 
also be a great value to students of this subject. 

Dr. Pritchett has attacked with a courage 
and even temper that are rarely found in such 
studies as this the complex and emotionally 
charged questions of political conflict, notably 
the removal of Chairman Morgan, the con- 
gressional investigation, the power policies, and 
relations with the area. His straightforward 
concluding judgments are arrived at through 
the presentation of relevant material reflecting 
different points of view, and the judgments 


themselves reflect industry in the study of data 
and integrity and a sensible grasp of principle 
and practice in evaluation. His general con- 
clusion is that “the T.V.A. has on the whole 
been administered with a degree of honesty, 
competence, imagination, and purposefulness 
seldom equalled in the history of American 
public administration” (p. 210). And in his 
wider appraisal of its significance (in which he 
displays a penetrating, as well as a compre- 
hensive, knowledge of the many-faceted regional 
development movement, citing, for example, 
Gutheim’s excellent article on the architec- 
ture of the T.V.A.) he remarks that “at a time 
when the world is largely out of hand, the 
T.V.A. symbolizes man in control of his en- 
vironment and directing his destiny” (p. 317); 
while its significance as an instrument he ex- 
presses by the comment: 


In one sense, the New Deal has been a gigantic 
re-tooling job. The model T administrative equip- 
ment of the federal government during the 1920s was 
simply inadequate to handle the production require- 
ment of the 1930s Of all the administrative 
agencies brought into being by the New Deal, none 
has seemed more significantly instrumental in char- 
acter than the T.V.A..... There have been some 
mistakes. But the instrument has worked. The re- 
tooling has produced results [pp. 317, 318, 320]. 


There are perhaps some elements of contra- 
diction between his emphasis on the govern- 
ment corporation form and the obvious and 
necessary political controls over the corpora- 
tion that, in the end, make it more akin to an 
ordinary operating department with somewhat 
wider discretionary powers; but Dr. Pritchett 
wisely notes the importance of time, place, and 
persons in making his appraisals. It is good to 
see the philosophy of Harcourt Morgan given 
recognition (and let us hope that he will him- 
self record that philosophy of the soil cycle and 
its importance for man which has come to shape 
so much the regional development policy of 
the T.V.A.). The value of Dr. Pritchett’s dis- 
cussion at certain points would have been in- 
creased by including in an appendix the Act 
and its amendments and the most important 
judicial decisions affecting it. Students of social 
institutions may be grateful for this study, which 
will enable the reader to explore even the points 
at which he may be in disagreement and which 
will give him an unusually humane monograph. 


Joun M. Gaus 
University of Wisconsin 
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BOOK REVIEWS 


Make or Buy: A Consideration of the Problems 
Fundamental to a Decision Whether To Manu- 
facture or Buy Materials, Accessory Equip- 
ment, Fabricating Parts, and Supplies. By 
James W. CuLtrron. (“Business Research 
Study,” No. 27.) Boston: Bureau of Busi- 
ness Research, Harvard University Gradu- 
ate School of Business Administration, 1942. 
Pp. iv+130. $1.50. 

This study offers an excellent analysis of the 
business problem faced by manufacturing con- 
cerns when deciding whether to make or to buy 
the industrial goods needed. The analysis deals 
with all industrial goods except installations and 
primary materials but is confined to manufac- 
turing organizations. 

Two significant accomplishments of the 
study are that (1) it directs attention to the im- 
portance of the make-or-buy problem and that 
(2) it develops a set of principles to evaluate 
make-or-buy decisions. These principles are de- 
veloped through the use of numerous cases, 
twelve of which are compiled by the author. 

Separate chapters are devoted to a consider- 
ation of the fundamental factors influencing the 
make-or-buy decision. The factors discussed in- 
clude the comparative costs of making or buy- 
ing, the importance of quality requirements, and 
the quantity needed. Chapter vi analyzes costs 
in relation to the business as a whole, and chap- 
ter vii evaluates the effects of external condi- 
tions (such as cyclical changes, long-term trends, 
and competition) upon the make-or-buy deci- 
sion. The arguments are developed with refer- 
ence to specific problems or cases, many of 
which are contained in the text itself. An ap- 
pendix gives details concerning the cases not 
fully developed in the text proper. 
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The final chapter offers an excellent check- 
list summary of a general procedure to be used 
in the make-or-buy decision. After developing 
this outline of procedure, the author warns that 
“only in rare instances will any one argument or 
combination of arguments be so conclusive as to 
dictate the decision. Consequently, in most 
cases, the solution will be a compromise based 
on judgment.” By way of generalization, vhe 
author suggests that, in a very real sense, the 
correct answer to the problem of make or buy 
depends upon the individual circumstances; 
however, he adds, “looking at the limited evi- 
dence available, I think that in general buying 
is preferable to making.” After warning that 
“advocacy of making or buying should not be 
carried to extremes,” the author restates his 
opinion: “Finally, even though the limited evi- 
dence available makes it impossible for me to 
prove conclusively that buying is generally pref- 
erable to making . . . . I am convinced that im- 
partial analysis by business men themselves 
would not only prove my point but also reveal 
to them surprising opportunities for profit.” 

This work is extremely well organized. It is 
concise and yet offers a wealth of case material. 
Although it is based upon the experience of a 
number of industrial firms prior to the war, it 
appears that the analytical approach used in 
this study could well be adapted to the current 
problem of subcontracting. It should be of in- 
terest not only to the teacher of business man- 
agement but to management itself, with whom 
rests the decision of whether to make or to buy. 


CHARLES N. DAVISSON 


University of Michigan 
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